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SECURITIES ACT 





SECURITIES ACT OF 1933 
Rel. No. 5369/February 12, 1973 


Adm. Proc. File No. 3-3493 


ORDER PERMANENTLY SUSPENDING REGULATION A 
EXEMPTION OF AMERICAN TRUCK SERVICE CLUB, INC 


The Securities and Exchange Commission's order of April 18, 
1972, temporarily suspending a Regulation A exemption from the 
registration requirements under the Securities Act of 1933 with 
respect to a public offering of common stock and warrants of 
American Truck Service Club, Inc. (‘“ATSC’’) of Delaware has be- 
come permanent. Kenneth Bove & Co., New York, was named as 
underwriter for the offering. 


Pursuant to a notification filed on May 1, 1968, ATSC offered 
50,000 units, each unit consisting of one share of common stock 
and four warrants at an offering price of $6.00 per unit. Accord- 
ing to the order, the Commission had reason to believe that: (a) 
the notification and offering circular contained untrue statements 
of material facts and omitted to state material facts necessary in 
order to make the statements made, in light of the circumstances 
under which they were made, not misleading, with respect to: 

(1) the names of the actual promoters, affiliates and principal 
stockholders of ATSC, (2) the criminal records of two of the af- 
filiates and principal stockholders of ATSC, (3) the sale of unreg- 
istered securities of ATSC by its affiliates, (4) liabilities of ATSC 
which arose as a result of loans made to ATSC by and on behalf 
of its control persons, (5) the use of proceeds of its public offer- 
ing to repay loans made to it by and on behalf of its controlling 
persons, (6) the number of its shares owned by its principal stock- 
holders, and (7) the actual method of distribution for its offering 
pursuant to Regulation A; (b) the Regulation A exemption was 
not available to ATSC because Martin Clare, a promoter and af- 
filiate of ATSC connected with it at that time, had been convicted 
of a crime specified in Rule 252(d)(1) within ten years of the 
filing of ATSC’s Notification; and (c) the offering was made in 
violation of Sections 5 and 17 of the Securities Act of 1933. 


SECURITIES ACT OF 1933 
Rel. No. 5370/February 12, 1973 


Adm. Proc. File No. 3-3808 
ORDER PERMANENTLY SUSPENDING REGULATION A 


EXEMPTION OF AMERICAN SCIENTIFIC INDUSTRIES 
INTERNATIONAL. 


The Securities and Exchange Commission's order of August 29, 
1972, temporarily suspending a Regulation A exemption from the 
registration requirements under the Securities Act of 1933 with 
respect to a public offering of common stock of 4 Spectra, Inc 
by American Scientific Industries International (““ASII"’) (formerly 
C V 100 Products, Inc.; formerly 4 Spectra, Inc.) a Utah Corpora- 
tion has become permanent. Centaur Securities, Ltd., Salt Lake 
City, Utah, was designated as the underwriter of the offering 
which was completed on April 7, 1971, all shares offered having 
been sold. 


Pursuant to a notification filed on July 27, 1970, ASII offered 
2,000,000 shares of $.01 par value common stock of 4 Spectra, 
Inc. at $.10 per share. According to the order, the Commission 
had reasonable cause to believe that: (a) the terms and conditions 
of Regulation A had not been complied with in that the Issuer 
filed a Form 2-A which failed to disclose the use of $20,000 of 
the proceeds of the offering to purchase common stock and the 
use of $12,000 of the proceeds of the offering to make a loan to 
one of its officers and directors; (b) the AS!I's offering circular 
omitted to state material facts necessary in order to make the 
statements made, in light of the circumstances under which they 
were made, not misleading, particularly with respect to the failure 
to disclose that ASI! would (1) loan $12,000 from the proceeds 
of the Regulation A offering to David R. Nemelka, the secretary- 
treasurer and a director of the ASII, for his personal use, and (2) 
purchase 20,000 shares of a speculative and unseasoned security 
and disburse $20,000 for such purchase from the proceeds of the 
Regulation A offering; and (c) the offering was made in violation 
of Section 17(a) of the Securities Act of 1933, as amended. 


SECURITIES ACT 
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Admin. Proc. File No. 3-3620 


In the Matter of 


DINKY’S INC. 

First National Bank Building 
Las Vegas, Nevada 
(24SF-3852) 


ine 
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NOTICE THAT INITIAL DECISION HAS BECOME FINAL 


In these proceedings pursuant to Rule 261 of Regulation A 
under the Securities Act of 1933, no petition for review of the 
initial decision of the administrative law judge has been filed 
with respect to Dinky’s Inc. The time for filing any such peti- 
tion has expired, and the Commission has not determined to 
review the initial decision on its own initiative. 


Accordingly, notice is hereby given, pursuant to Rule 17(f) of the 
Commission’s Rules of Practice, that the initial decision of the 
administrative law judge with respect to Dinky’s Inc. has become 
the final decision of the Commission. The order contained in that 
decision permanently suspending the exemption from registration, 
pursuant to Regulation A under the Securities Act of 1933, of a 
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proposed public offering of 100,000 shares of Dinky’s Inc. com- 
mon stock at $5.00 per share is hereby declared effective. 


Ronald F. Hunt 
Secretary 


SECURITIES ACT OF 1933 
Rel. No. 5372/February 12, 1973 


Adm. Proc. File No. 3-3781 


ORDER PERMANENTLY SUSPENDING REGULATION A 
EXEMPTION OF SCHOOL BUS AIRLINES OF AMERICA, INC. 


The Securities and Exchange Commission‘s order of August 17, 
1972, temporarily suspending a Regulation A exemption from the 
registration requirements under the Securities Act of 1933 with 
respect to a public offering of common stock of School Bus Air- 
lines of America, Inc. (““SSBAA") of Ohio has become permanent. 
No underwriter was named for the offering which commenced on 
June 29, 1971. 


Pursuant to a notification filed on May 27, 1971, SBAA offered 
250,000 shares of its common stock at $.50 per share. According 
to the order, the Commission has reason to believe that: (a) the 
terms and conditions of Regulation A had not been complied with 
in that the notification failed to disclose that approximately 
157,268 shares of SBAA were sold prior to the clearance date of 
the offering, in Addition to the 50,000 shares which were disclosed 
in Item 9 as being sold prior to the clearance date, and SBAA 
failed to file a report on Form 2-A within 30 days after the end 
of each 6-month period following the date of the original offering 
circular; (b) the offering circular of SBAA contained untrue state- 
ments of material facts and omitted to state material facts neces- 
sary in order to make the statements made, in light of the cir- 
cumstances under which they were made, not misleading, partic- 
ularly with respect to, among other things, the establishment of 
an escrow for the proceeds of the offering, the return of the pro- 
ceeds upon failure of the offering, and the contingent liability 
arising from the sale of its stock in violation of Section 5 of the 
Securities Act of 1933; and (c) the offering was made in violation 
of Section 17 of the Securities Act of 1933. 


SECURITIES ACT OF 1933 
Rel. No. 5373/February 15, 1973 


SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10006/February 15, 1973 


PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Rel. No. 17882/February 15, 1973 


INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7673/February 15, 1973 


ACCOUNTING SERIES 
Rel. No. 141/February 15, 1973 


INTERPRETATIONS AND MINOR AMENDMENTS 
APPLICABLE TO CERTAIN REVISIONS OF REGU- 
LATION S-X 


The Commission adopted amendments to Regulation S-X in Ac- 
counting Series Release Nos. 125 (June 23, 1972) and 128 (Sep- 
tember 20, 1972) in which various sections of the Regulation 
were extensively revised. The amendments were made effective 
with respect to financial statements for periods ending on or after 
December 31, 1972.* 
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Subsequent to the issuance of the releases a number of inquiries 
have been received by the staff regarding the meaning or interpre- 
tation of new terms, instructions or rules in the revised regula- 
tions. Interpretations of such items on the basis of the questions 
raised are given in Part A of this release. In Part B, a number of 
minor amendments have been adopted to correct errors of a typo- 
graphical or editorial nature which have been noted or io clarify 
certain items. 


PART A INTERPRETATIONS 


General 


Financial statements, notes and schedules filed for fiscal periods 

ending before December 31, 1972, the effective date specified in 
Accounting Series Release Nos. 125 and 128, need not, but may 
if a registrant prefers, be conformed to the amendments to Regu- 
lation S-X adopted in those releases. 


In instances where, because of the new test for a significant sub- 
sidiary, the separate financial statements of additional subsidiaries 
are required in filings which had not been required in prior filings 
on the basis of the old tests of significance, the requirements in 
the filing forms for audited financial statements of such subsid- 
iaries for earlier periods will be applicable. However, a request for 
waiver of the audit requirement for the financial statements for 
the earlier periods will be considered if such requirement is im- 
practicable or would cause undue hardship. 


Rule 1-02. Definitions of Terms Used in Regulation S-X. 


In making the tests for significance called for in the definition of 
“significant subsidiary” in this rule the proportionate share of the 
assets or sales of the subsidiary after intercompany eliminations 
would be compared to the consolidated assets or sales after nor- 
mal intercompany eliminations but without elimination of the in- 
vestments and advances to subsidiaries and 50 percent or less 
owned persons. With respect to application of the test to uncon- 
solidated subsidiaries or other persons who also have equity inter- 
ests in other subsidiaries or other persons, the proportionate share 
of the assets (in lieu of the investment and advances) or of sales 
of such other subsidiary or other persons should not be added to 
the assets or sales of the unconsolidated subsidiary or 50 percent 
or less owned person for the purpose of this test. 


Rule 3-16(i). Commitments and contingent liabilities. 


The disclosure regarding noncancelable leases specified in part (2) 
of this rule may be limited to such leases which have a noncan- 
celable term of one year or longer. 


Rules 3-16(j) and (n). 


The term ‘‘key employees”’ used in those rules is interpreted in 
the sense of “selected employees’’ or the employees to which a 
bonus plan or plan for the sale of stock is applicable when such 
plan is not available to all employees on a pro rata basis. 


Rule 3-16(o). Income tax expense. 


With regard to the separate disclosure of other income taxes spec- 
ified in this rule, state and foreign income taxes should be reported 
separately if either item amounts to five percent of the component 


Rule 4-03. Group Financial Statements of Subsidiaries Not Con- 
solidated and 50 Percent or Less Owned Persons. 


Under this rule, significant majority-owned unconsolidated sub- 
sidiaries may not be combined with 50 percent or less owned per- 
sons and significant 50 percent or less owned persons may not be 
combined with majority-owned unconsolidated subsidiaries. How- 
ever, if all such persons are not significant individually or as a 
group, they may be combined in one statement. 
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Rule 4-07. Consolidation of Financial Statements of a Registrant 
and Its Subsidiaries Engaged in Diverse Financial Activities. 


With regard to the separate audited financial statements for each 
significant financial subsidiary or each significant group of finan- 
cial subsidiaries required under part (a) of this rule, different 
types of insurance companies (e.g., life; fire and casualty) may 
not be considered together as one group of financial subsidiaries. 


With regard to whether specific subsidiaries are financial or non- 
financial activities for purposes of part (b) of this rule, the circum- 
stances in each case would have to be considered. For example, 
tis considered that a leasing subsidiary with both financing and 
nonfinancing types of leases is a financial activity; an investment 
banking subsidiary or a broker-dealer subsidiary is a financial ac- 
tivity; and a real estate subsidiary whose primary business is hold- 
ng mortgage loans would be considered a financial activity, while 
such subsidiary whose primary business is constructing homes or 
developing land would be a nonfinancial activity. Other examples 
of nonfinancial activities are subsidiaries which sell mutual fund 
securities Or are advisers to mutual funds or to real estate com- 
panies which are not related to the parent or its subsidiaries. 


In the determination of whether an activity is principally for the 
benefit of the operations of the major group as specified in part 
(b) of this rule, if 50 percent or more of the activity benefits or 
supports the major group all of the activity would be so classified. 


Rule 5-02-6. Inventories. 


In the determination of replacement or current cost for the pur- 
pose of disclosing the excess of that amount over the stated LIFO 
value, any inventory method may be used (such as FIFO or aver- 
age cost) which derives a figure approximating current cost. 


Rule 5-02-39. Other stockholders’ equity. 


In providing the disclosure regarding the undistributed earnings 

of unconsolidated subsidiaries and 50 percent or less owned per- 
sons as specified in part (b) of this rule, the amount to be dis- 
closed would be the difference between the cumulative equity in 
earnings of the unconsolidated persons reflected in consolidated 
retained earnings and the cumulative dividends received from such 
persons by the consolidated group. Dividends paid to shareholders 
of the consolidated group should not be considered in the calcu- 
lation since they are not relevant to the undistributed earnings of 
such persons. 


Rule 9-05. Financial Statements and Schedules of Banks. 


When Schedule VIII, specified in part (b)(4) of this rule, is filed 
with the consolidated financial statements of a registrant bank 
holding company, the directors, officers and principal holders of 
equity securities of the registrant and its affiliates shall be con- 
sidered as persons in those relationships with the registrant bank 
holding company and each bank and other affiliate, and the 
amounts to be reported shall be aggregate indebtedness of each of 
those persons to all companies in the consolidated group. Write- 
offs of any such indebtedness during the period being reported 

on shall be separately disclosed. Information need not be reported 
concerning indebtedness to the consolidated group from an other- 
wise unaffiliated person in which one or more of the persons in 
the categories specified above are directors, officers or principal 
holders of equity securities of the otherwise unaffiliated persons 
or its affiliates. 


In connection with unconsolidated financial statements of a par- 
ent bank holding company, the schedule requirements of Rule 
5-04 are applicable and the schedule prescribed by Rule 12-03 
shall be filed. 


Rule 12-16. Supplementary Income Statement Information. 



















































The totals shown in this schedule should be the amounts described 
by each caption which are included in the income statement for 
the period covered. 


The rents applicable to leased personal property to be included 
under Item 5 of Rule 12-16, in accordance with Instruction 4, 
would be rents for personal property which is used for an ex- 
tended period of time (generally more than one year) and whicn 
the company elects to rent or lease rather than to buy such as 
postage meters, computers and trucks. The expected period of use 
of the asset rather than the legal term of the lease should govern. 
Temporary rentals such as a daily car rental or the rental of dis- 
play space at a convention would be excluded. 


Instruction 5 explaining ‘Advertising Costs” calls for the inclu- 
sion of “all costs related to advertising the company’s name, prod- 
ucts or services in newspapers, periodicals or other advertising 
media.’’ Such costs would include the indirect costs expended in 
support of advertising such as the cost of an advertising depart- 
ment, a market research group which specializes in evaluation of 
advertising and promotional efforts (but not all market research), 
a media buying department, or a graphic arts department that 
specializes in the preparation of advertising copy, as well as the 
direct costs of advertising space. In addition, the cost of ‘‘other 
advertising media” would generally include expenditures for pre- 
paring and mailing sales brochures and direct mail advertising ma- 
terials. In cases where a company or division is primarily in the 
mail order business, however, the costs of preparing a catalog 
would be a selling cost similar to that of a salesman in most in- 
dustrial concerns, and such catalog costs should not be included 
in “advertising costs.’’ The cost of employing salesmen, preparing 
product display signs, printing price lists and standard product 
catalogs, and reports to stockholders should also not be consid- 
ered advertising costs for purposes of this rule. 


It is recognized that the distinction between advertising costs and 
other selling expenses is frequently not clear cut. Where the guid- 
ance set forth herein is not sufficient to enable the registrant to 
determine the appropriateness of including or excluding certain 
classifications of significant costs, disclosure of the type of costs 
included or excluded from the caption will be a satisfactory solu- 
tion. 


Under Item 8, Research and development costs, all costs charged 
to expense as incurred in the current period for the benefit of the 
company in these account classifications should be reported. These 
would include company sponsored projects of pure and practical 
research as well as the development of new products or services or 
new or better production machinery and equipment and for the 
improvement of existing products and services. The amortization 
of deferred research and development costs should not be included 
herein since this amount is described in Item 3 of the schedule. 


PART B CORRECTIONS, CLARIFICATIONS AND EDITORIAL 
CHANGES 


Changes are being made in the following rules, as amended in Ac- 
counting Series Release Nos. 125 and 128, as described below. 


Rule 1-02. Definitions of Terms Used in Regulation S-X. 


Accountant's report. — The word ‘“‘therefore” is changed to 
therefor’ in the last line of the definition. 


Promoter. — The word “‘issue”’ is changed to “issuer” in the fourth 


line of paragraph (b) of the definition. 
Rule 3-15. Discount on Capital Shares. 


The term “other stockholders’ equity”’ is substituted for “‘addi- 
tional capital’’ in the last two lines of the text. 


Rule 5-02-23. Deferred commissions and expense on capital shares. 


SEC DOCKET/3 








The term “other stockholders’ equity” is substituted for “‘addi- 
tional capital’’ in the last line of the text. 


Rule 5-03-17. Equity in earnings of unconsolidated subsidiaries 
and 50 percent or less owned person. 


The word “‘person’’ is changed to “‘persons”’ in the caption. 


Rule 5-04. What Schedules Are to be Filed. 


The word “‘date”’ is changed to ‘‘dates” in the second line of para- 
graph (a)(1), and the phrase in parentheses in the fifth line of 
that paragraph is changed to read “(other than Schedules |, XIII, 
XVII, XVIIL and XIX).” 


Rule 5-04, Schedule X. Indebtedness to Affiliates and Other 
Persons — Not Current. 


The word “material’’ is inserted before ‘‘changes” in the seventh 
line of the text. 


Rule 9-05(b)(4). Schedule Vill. Amounts Receivable from Direc- 
tors, Officers and Principal Holders (Other than Affiliates) of 
Equity Securities of the Person and its Affiliates. 


The phrase “‘person and its affiliates’’ is substituted for the word 
“bank” in the fifth line of the text. 


Rule 12-02. Marketable Securities — Other Security Investments. 


The word “of"’ is changed to “‘or”’ in the first line under Column 


B of the form. 


Rule 12-04. Investments in, Equity in Earnings of, and Dividends 
Received from Affiliates and Other Persons. 


The words “investment” and “‘is’’ are changed to “investments” 
and “are” in the second line of Instruction 1(a) of the form. 


Rule 12-06. Property, Plant and Equipment. 


The word ‘‘groupings’’ is changed to “grouping” in the second 
line of Instruction 2(a) of the form. 


Rule 12-13. Valuation and Qualifying Accounts and Reserves. 


The word “Reserve” is changed to ‘‘Reserves”’ in the fourth line 
of Instruction 1 of the form. 


Rule 12-16. Supplementary Income Statement Information. 
Item 3 is changed to read: ‘Depreciation and amortization of in- 
tangible assets, deferred research and development expenses, pre- 


operating costs and similar deferrals.” 


Item 8 is changed to add the phrase “(excluding amortization of 
deferred costs).” 


A new footnote, footnote 6, is added to this schedule referring 
to Item 3 which reads as follows: “State separately each cate- 
gory of cost amortized.” 


Rule 12-42. Real Estate and Accumulated Depreciation. 


The word “‘basis” is changed to “‘bases’’ in the next-to-last line of 
Instruction 4 of the form. 


Rule 12-43. Mortgage Loans on Real Estate. 
The number ‘’10” is deleted from the caption under Column F 


of this form, the word “‘baloon”’ is substituted for ‘‘ballon” in the 
second line of Instruction 5, and the word ‘‘state”’ is inserted 
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before ‘‘the amounts” in the next-to-last line of Instruction 6. 


The foregoing amendments to Regulation S-X are adopted pursu- 
ant to authority conferred on the Securities and Exchange Com- 
mission by the Securities Act of 1933, particularly Sections 6, 7, 
8, 10 and 19(a) thereof; the Securities Exchange Act of 1934, 
particularly Sections 12, 13, 15(d) and 23(a) thereof; the Public 
Utility Holding Company Act of 1935, particularly Sections 5(b), 
14 and 20(a) thereof; and the Investment Company Act of 1940, 
particularly Sections 8, 30, 31(c) and 38(a) thereof. 


By the Commission. 


Ronald F. Hunt 
Secretary 


“The effective date of the requirement for compensating balance 
disclosure was deferred to cover periods beginning on or after 
December 30, 1972 (Accounting Series Release No. 136). 
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SECURITIES EXCHANGE ACT 
Rel. No. 9998/February 12, 1973 


Admin. Proc. File No. 3-3349 


In the Matter of the Application of 


FUND SECURITIES, INC. 
355 Victory Boulevard 
Staten Island, New York 


and 


LOUIS S. PALACE 


For Review of Disciplinary Action Taken by the 
NATIONAL ASSOCIATION OF SECURITIES DEALERS, INC. 


FINDINGS, OPINION AND ORDER DISMISSING REVIEW 
PROCEEDINGS 


REGISTERED SECURITIES ASSOCIATION — REVIEW OF 
DISCIPLINARY PROCEEDINGS 


Violations of Rules of Fair Practice 


Where member of registered securities association and its presi- 
dent violated association’s rules of fair practice in that mem- 
ber failed to comply with net capital and recordkeeping require- 
ments and to give required notice to customers with free cred- 
it balances, sanctions of censure, suspension and fine sustained 
as not excessive or oppressive with due regard to public inter- 
est. 


APPEARANCES: 
Bernard Jay Coven, for applicants. 


Lloyd J. Derrickson, Frank J. Wilson and Raymond J. Gustini, 
for the National Association of Securities Dealers, Inc. 


Fund Securities, Inc., a member of the National Association of 
Securities Dealers, Inc. (“NASD”), and Louis S. Palace, president 
and a registered principal of the member, filed an application for 
review, pursuant to Section 15A(g) of the Securities Exchange 
Act of 1934, of disciplinary action taken against them by the 
NASD. 
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The NASD found that applicants violated Sections 1 and 21(a) 

of Article 111 of the NASD’s Rules of Fair Practice,’ in that (1) 
the member during the period April 30 to July 15, 1968 had net 
capital deficiencies as computed under our Rule 15c3-1 under the 
Act; (2) during the period March 31, 1967 to August 31, 1968 
the member failed to prepare and maintain records of the com- 
putation of aggregate indebtedness and net capital as required by 
our Rules 17a-3 and 17a-4 under the Act; and (3) the member 
during the period May 31 to August 31, 1968 failed to send writ- 
ten notices to customers having unsegregated free-credit balances 
in their accounts disclosing that such funds were not segregated, 
might be used in the conduct of the member's business and were 
payable to the customers on demand, as required by our Rule 
15c3-2 under the Act. The NASD District Business Conduct Com- 
mittee censured applicants and fined them $5,000 jointly and 
severally. Upon appeal by applicants as to the amount of the fine, 
the NASD Board of Governors reduced the fine to $2,500 but 
ordered applicants suspended for three days each. Applicants and 
the NASD filed briefs with us. Our findings are based upon a re- 
view of the record made before the NASD. 


Applicants admitted the charges against them and waived a hear- 
ing before the NASD District Committee, asserting certain fac- 
tors in mitigation. The record supports and we find, as did the 
NASD, that applicants violated the cited provisions and that their 
conduct was inconsistent with just and equitable principles of 
trade. They argue on appeal to us that the order of the NASD 
Board imposing a suspension2 should be reversed, contending that 
the Board acted on facts outside the record and that the NASD 
procedure which permits the Board to increase disciplinary pen- 
alties is arbitrary and inequitable. We find no merit in either con- 
tention. 


In its decision the Board stated that it believed that the penalties 
it imposed were required because it considered the violations to 
be of a serious nature. In that connection the Board observed 
that applicants failed to prepare computations of net capital and 
aggregate indebtedness not only during the period of the net cap- 
ital deficiencies but also during a prolonged period prior thereto, 
and that the net capital deficiencies were not inconsequential, 
amounting to over $130,000 on June 30, 1968. There is no basis 
for finding that the Board relied on facts outside the record in 
making those observations, which are based on the details of the 
admitted charges. 


The delegation of disciplinary power to the NASD has been judi- 
cially upheld,3 and the NASD’s Code of Procedure, which per- 
mits the Board to increase penalties ordered by a District Com- 
mittee, was submitted to this Commission as part of the NASD’s 
application for registration as a national securities association, 
approved by the Commission in 1939.4 Moreover, under all the 
circumstances we cannot find that the sanctions imposed by the 
NASD are excessive or oppressive, having due regard to the pub- 
lic interest. 


Accordingly, 1T 1S ORDERED that the proceedings for review be, 
and they hereby are, dismissed. 


By the Commission (Commissioners OWENS, HERLONG and 
LOOMIS). 


Ronald F. Hunt 
Secretary 


lSection 1 of Article 111 requires the observance of high stand- 
ards of commercial honor and just and equitable principles of 
trade. Section 21(a) requires a member to maintain its books and 
records in conformity with applicable regulations. 

2 Applicants state that they previously paid to the NASD the 
$5,000 fine ordered by the District Committee. 

3R. H. Johnson & Co. v. SEC, 198 F.2d 690 (C.A. 2, 1952), 
cert. denied 344 U. S. 855. 


4 National Association of Securities Dealers, Inc., 5 SEC 627 
(1939). 


SECURITIES EXCHANGE ACT 
Rel. No. 9999/February 13, 1973 


Admin. Proc. File No. 3-3490 


In the Matter of 


IRWIN AXELROD 
351 Edward Avenue 
Woodmere, New York 


VINCENT COLEMAN 
29 Crestmont Drive 
Dover, New Jersey 


FINDINGS AND ORDER IMPOSING REMEDIAL SANCTIONS 


In these proceedings pursuant to Section 15(b) of the Securi- 
ties. Exchange Act of 1934, offers of settlement were sub- 
mitted by Irwin Axelrod and Vincent Coleman, who were 
partners of a registered broker-dealer (“‘registrant’’). Under the 
terms of the offers, respondents, solely for the purpose of 
settling these proceedings and without admitting or denying 
the allegations in the order for proceedings, consented to 
findings of wiliful violations and failure of supervision as al- 
leged in that order, and to the imposition of certain sanctions. 


After due consideration of the offers of settlement and upon the 
recommendation of its staff, the Commission determined to ac- 
cept them. 


On the basis of the order for proceedings and the offers of settle 
ment, it is found that:1 


1. During the period from October 1970 to January 1972, re- 
spondents willfully violated or willfully aided and abetted viola- 
tions of Sections 8(c), 10(b) and 15(c)(2) of the Exchange Act 
and Rules 8c-1, 10b-5 and 15c2-1 thereunder, in that securities 
carried for the accounts of customers were hypothecated and sub- 
jected to the liens and claims of pledgees for sums which exceeded 
the aggregate indebtedness of all customers in respect of securities 
carried in their accounts, such excess borrowing ranging from 
about $1,286,821 to $3,525,000, and the material facts con- 
cerning such hypothecation were not disclosed to customers and 
other broker-dealers. 


2. Respondents willfully aided and abetted violations of Section 
17(a) of the Exchange Act and Rule 17a-5 thereunder, in that 
filings were made of false and misleading reports (a) dated Octo- 
ber 30, 1970 reflecting deposits on that day of $125,000 to reg- 
istrant’s capital which were withdrawn on November 2, 1970, and 
(b) dated July 31, 1971 reflecting a deposit on July 30 of 
$43,000 which was withdrawn on August 2, 1971, and transfers 
of customers’ securities into registrant's capital accounts as of the 
audit date followed by their immediate sale with the proceeds 
being remitted to customers. 


3. Respondents failed reasonably to supervise persons under their 
supervision with a view to preventing the above violations. 


In the offers of settlement Axelrod consented that he may be 
barred from association with any broker, dealer or investment ad- 
viser, and Coleman that he may be barred from association with 
any broker or dealer, with the right, however, that after three 
years each may apply to the Commission to become so associated 
upon a proper showing that he will be properly supervised in a 
non-proprietary position. 


SEC DOCKET/5 




































Under all the circumstances it is appropriate in the public interest 
to impose the sanctions specified in the offers of settlement. 


Accordingly, 1T 1S ORDERED that Irwin Axelrod be, and he here- 
by is, barred from association with any broker, dealer or invest- 
ment adviser, and that Vincent Coleman be, and he hereby is, 
barred from association with any broker or dealer, provided that 
after three years from the date of this order they may apply to 
the Commission to become so associated in the capacities and un- 
der the conditions specified in the offers of settlement. 


For the Commission by the Office of Opinions and Review, pursu- 
ant to delegated authority. 


Ronald F. Hunt 
Secretary 


1The findings herein are binding solely upon the above-named 
respondents. 


SECURITIES EXCHANGE ACT 
Rel. No. 10000/February 12, 1973 


Admin. Proc. File No. 3-3719 


In the Matter of 


SEYMOUR VIGMAN 
1368 Galaxy Drive 
Newport Beach, California 


FINDINGS AND ORDER IMPOSING REMEDIAL SANCTIONS 


These proceedings were instituted pursuant to Sections 15(b), 
15A and 19(a)(3) of the Securities Exchange Act of 1934 
with respect to, among others, Seymour Vigman, who was 
president of a former broker-dealer. Vigman, solely for pur- 
poses of these proceedings or any other proceedings pursuant 
to those provisions and Section 203 of the Investment Advisers 
Act of 1940, and without admitting or denying the allegations 
in the order for proceedings, consents to findings of violations 
as specified in that order and to entry of an order barring him 
from being associated with a broker-dealer or investment ad- 
viser. 


On the basis of the order for proceedings and respondent's con- 
sent, it is found that 


1. During the period from about November 1967 to July 1969, 
Vigman willfully violated Sections 5(a), 5(c) and 17(a) of the Se- 
curities Act of 1933 and Section 10(b) of the Exchange Act and 
Rule 10b-5 thereunder. He offered, sold and delivered common 
stocks of Aero Tech, Inc., Instrument Technology Corporation, 
Audio Visual International Corporation, Hydro Tech Corporation, 
Micro Tenna Corporation, Plastic Universal, inc., Bunnington 
Corporation, Resort Car Rental Systems, Inc., Aero Systems, 

Inc. and Osrow Products, Inc.,when no registration statement 
under the Securities Act was filed or in effect as to such securi- 
ties and, in connection with transactions in such securities, quoted 
the securities at arbitrary prices, and failed to disclose material 
information concerning the reason for their disposition and the 
persons in control, business operations and financial condition of 
the issuers 


2. During the period from about September to December 1969, 
Vigman willfully violated Section 10(b) of the Exchange Act and 
Rule 10b-5 thereunder in connection with transactions in the 
stock of Instrument Technology Corporation, in that he domi- 
nated and controlled the market for such stock, placed blocks of 
the stock with associated persons at arbitrary prices, engaged in 
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transactions intended to reduce its supply, and quoted the stock 
at prices substantially in excess of those quoted by other dealers 
and not reasonably related to the actual supply of and demand 
for it 


3. During the period from about January 1968 to February 1970, 
Vigman willfully aided and abetted violations of Section 17(a) of 

the Exchange Act and Rule 17a-3 thereunder with respect to the 

making of false entries in the records of a registered broker-dealer 
to conceal transactions by Vigman in the stock of Aero Systems, 

Inc 


In view of the foregoing, it is in the public interest to impose the 
sanction to which respondent has consented. 


Accordingly, 1T 1S ORDERED that Seymour Vigman be, and he 
hereby is, barred from being associated with any broker, dealer 
or investment adviser. 


For the Commission, by the Office of Opinions and Review, pur- 
suant to delegated authority. 


Ronald F. Hunt 
Secretary 


1The findings herein are not binding on any other respondent in 
these proceedings. 


SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10001/February 12, 1973 


The Securities and Exchange Commission has issued an order 
under the Securities Exchange Act of 1934 giving interested per- 
sons until February 24 to request a hearing upon an application 
of the PBW Stock Exchange, Inc., for unlisted trading privileges 
in the common stock of Frigitronics Inc. 


An order has also been issued granting an application of the PBW 
Stock Exchange for unlisted trading privileges in the common 
stocks of the following companies: Puritan Fashion Corporation, 
Colonial Penn Group, Inc. and Cubic Corporation. 


SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10002/February 12, 1973 


The Securities and Exchange Commission ordered the termination 
of the suspension of trading in the securities of Power Conversion, 
Inc. (‘‘Power’’) effective at midnight (EST) on February 16, 1973. 


The Commission first ordered the suspension of trading on Octo- 
ber 6, 1972 because of the unavailability of adequate and current 
information concerning the business operations and the financial 
condition of Power and because of the unusual market activity in 
Power's securities and the lack of information to account for the 
activity. With regard to the unusual market activity it should be 
noted that Power, in March 1972, publicly offered 200,000 
shares of common stock at $5 per share. Between April 4, 1972 
and June 30, 1972, thequotedbid price rose to a high of 41% 
and between July 3, 1972 and October 4, 1972, the quoted bid 
price varied between a low of 35% and a high of 45%. On October 
5 and 6, 1972, the price declined from a high bid of 39% to a low 
of 5. 


The Commission has been informed by Power that it has dissemi- 
nated a release on December 27, 1972 to all its shareholders, 
broker-dealers who made a market in the company’s securities 
prior to the suspension and news and wire services. The 
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company’s release points out that it knows of no internal develop- 
ment subsequent to the public offering of Power stock in March 
of 1972 to justify the rapid price increase of Power stock or its 
subsequent rapid price decline. The release states that the market's 
disorganization and unusually rapid decline in the price of the 
company’s common stock may have in part been caused by the 
failure of several market makers and other broker-dealers to 

honor their commitments. Therefore, the company noted, a 

further radical decrease or increase in the price of the stock may 
occur which could prompt the Commission to again suspend trad- 
ing in Power common stock. 


The company’s release also points out that a substantial amount 
of its stock is presently tied up in the liquidation of certain bro- 
kerage firms which were instrumental in making a market in 

Power stock. In this connection, Power noted in its release that 
the amount of the company’s stock available for delivery and the 
number of brokers making a market in the stock may be signifi- 
cantly reduced. Power further stated that it could not predict at 
this time the impact of these two factors on the price of the com- 
pany’s stock. 


The company also stated in its release that several brokerage firms 
and investment advisory services recommendations projecting 

1972 and 1973 sales and earnings of the company are grossly ex 
aggerated, i.e., One report suggested Power could attain sales for 
1972 of $2,800,000 and approach $10 million in sales for 1973 
and estimated earnings for 1972 of $.75 - $.90 and for 1973 of 
$2.50 - $3.00. The company further stated that its best estimate 
of 1972 sales is that the sales will not exceed $700,000, and man- 
agement believes there are at present too many uncertainties to 
attempt to predict sales beyond 1972 


In a second release issued by Power on February 9, 1973, the com- 
pany stated that in August, 1972 it employed a public relations 
firm at the suggestion of William Rodman, a trader at C.!. Oren 

& Co., Inc., one of the market-makers in Power. The release 
pointed out that the Commission, in an injunctive action involving 
C.l. Oren and Rodman, had alleged in its court papers that infor- 
mation furnished to the Commission indicated that Rodman was 
deeply involved in a scheme to defraud and manipulate the mar 
ket in Power. It was the company’s understanding that the public 
relations firm would be paid by Rodman. The release also stated 
that the two principal officers of Power had a discretionary ac 
count with Rodman and that through that account they pur- 
chased stock of Investors Forum Inc., the parent company of an 
nvestment advisory service which had recommended Power stock 
both before and after such purchase 


The Commission cautioned that, in any trading of this company’s 
securities after the trading ban expires on February 16, 1973, share 
holders and prospective purchasers of the securities as well as 
broker-dealers should consider carefully the foregoing information 
in making any investment decision with respect to this company 
The Commission cautions broker-dealers, who solicit the purchase 
of the securities of this company and who do not make diligent 
inquiry to determine all pertinent financial and other information 
about the issuer and disclose such information to prospective pur 
chasers, may be violating the anti-fraud provisions of the federal 
securities laws. In addition, brokers and dealers who publish quota- 
tions and trade in this company’s securities should assure them- 
selves that they are not participating in activities in violation of 

the registration provisions of the Securities Act or the anti-fraud 


and anti-manipulative provisions of the Securities Act and the Secu- 


rities Exchange Act. 


Furthermore, brokers and dealers must be aware that pursuant to 
the specific provisions of Rule 15c2-11 under the Exchange Act, 
no quotations may be entered unless and until all of the provisions 
of said Rule are adhered to. If any broker or dealer has any ques- 
tions as to whether or not such Rule has been complied with, he 
should not enter any quotation but should immediately contact 

the staff of the Securities and Exchange Commission, Division of 

























































Enforcement in Washington, D.C. If any broker-dealer is uncertain 
as to what is required by Rule 15c2-11, he should refrain from 
entering quotations relating to the securities in question until such 
time as he has familiarized himself with said Rule and is certain 
that all of its provisions have been met. If any broker or dealer 
enters any quotation which is in violation of said Rule, the Com 
mission will consider the need for prompt enforcement action 


SECURITIES EXCHANGE ACT 
Rel. No. 10003/February 14, 1973 


INVESTMENT ADVISERS ACT 
Rel. No. 362/February 14, 1973 


Admin. Proc. File No. 3-3351 


In the Matter of 


ANNE PURVIN 
1 St. Paul's Court 
Brookiyn, New York 


FINDINGS AND ORDER IMPOSING REMEDIAL SANCTIONS 


Anne Purvin, a respondent in these proceedings pursuant to 
Section 15(b) and 15A of the Securities Exchange Act of 1934 
(Exchange Act’) and Section 203 of the Investment Advisers 
Act of 1940, has made an offer of settlement. Purvin was for 
merly employed by a registered broker-dealer as a secretary to 
its president. Under Purvin, for the sole 
purpose of settling these proceedings and without admitting or 
denying the allegations in the order for proceedings, consented 
to certain findings of misconduct and to the entry of an order 
suspending her from association with any broker, dealer, or in 
vestment adviser for 30 days 


the terms of her offer, 


The Commission's staff recommended acceptance of Purvin’s offer 
In so doing the staff noted that her involvement in her employer's 
activities was limited. After considering the offer and its staff's 


recommendation, the Commission decided to accept the offer 


On the basis of the order for proceedings and the offer of settle 
ment, it is found that between January 1968 and March 1971 
Purvin willfully violated and willfully aided and abetted violations 
of:1 


1. Sections 5(a) and 5ic) of the Securities Act of 1933, in that 
she offered and sold an investment contract distributed by her 
then employer for which no registration statement under the Secu 
rities Act was filed or in effect 


2. Section 17(a) of the Securities Act, Section 10(b) of the Ex 
change Act and Rule 10b-5 thereunder, in that she made false and 
misleading statements in the offer and sale of the aforementioned 
security 

Under all the circumstances, it is in the public interest to take the 
remedial action to which respondent has consented 


Accordingly, 1T 1S ORDERED that, commencing with the open 

ing of business on February 26, 1973, Anne Purvin be, and she 

hereby is, suspended from association with any broker, dealer, or 
investment adviser for 30 days 


For the Commission, by the Office of Opinions and Review, pur 
suant to delegated authority 


Ronald F. Hunt 
Secretary 


1 These findings bind no one other than Purvin 
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SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10004/February 13, 1973 


The Securities and Exchange Commission today ordered the sus- 
pension, under the Securities Exchange Act of 1934, of trading in 
the over-the-counter market in the securities of Textured Products, 
Inc. (‘Textured’), a Delaware Corporation located at 524 South 
Columbus Avenue, Mount Vernon, New York. This suspension will 
be effective at 2:30 p.m. (EST) on February 13, 1973 and will 
terminate at midnight on February 22, 1973. 


On December 15, 1972 a public offering for 270,000 shares of 

the common stock of Textured was declared effective. it was an- 
nounced that the offering had terminated on February 1, 1973 and 
that all of the stock had been sold. it appears that false and mate- 
rially misleading statements have been made in connection with 

the solicitation of purchases of the common stock of Textured. 

In view of the above the Commission had deemed it to be in the 
public interest to temporarily suspend trading in securities of 
Textured. 


The Commission cautions that, in any trading of the common 
stock of Textured, after the trading ban expires, shareholders and 
prospective purchasers of the stock, as well as broker-dealers, are 
urged to consider carefully the foregoing information in making 
any investment decision with respect to the stock of this company 
The Commission further cautions that broker-dealers who publish 
quotations and effect transactions in the common stock of Tex- 
tured, subsequent to the expiration of this trading ban, should be 
fore such actions, assure themselves that they are not participating 
in activities in violation of the anti-fraud and/or anti-manipulative 
provisions of the Securities Act of 1933 and the Securities Ex- 
change Act of 1934 


SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10005/February 14, 1973 


The Securities and Exchange Commission today ordered trading 
suspended in the common stock of Logos Development Corpora- 
tion (‘‘Logos’’) located in Middletown, New York for a ten-day 
period beginning at 10:00 a.m. (EST) February 14, 1973 and con 
tinuing through February 23, 1973 


The trading suspension was ordered because of questions which 
have arisen in connection with the public offering of the common 
stock of Logos effective on May 24, 1972, and the aftermarket 
for such securities 


The management of Logos has indicated that under the circum- 
stances it believes a trading suspension is appropriate and that it 
will cooperate fully in the Commission investigation. The manage 
ment of Logos has also informed the Commission that the com- 
pany is in the process of preparing a letter to stockholders to fully 
describe the present financial situation and other matters concern 
ing the company. A form 10-O report filed by Logos for the peri 
od ending September 30, 1972 indicated that Logos had incurred 
losses for 9 months of almost $530,000. 


Anyone having information concerning the initial distribution of, 
and after-market trading in, Logos common stock shou!d contact 
Michael Harris, New York Regional Office, Securities and Ex- 
change Commission, 26 Federal Plaza, New York, New York, Area 
code 212-264-1632 


The Commission cautions broker-dealers, shareholders and pros- 
pective purchasers that, in any trading of Logos common stock 
after the trading ban expires, they should consider carefully the 
foregoing information along with all other currently available in 
formation and any information subsequently issued by the com- 
pany 
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Furthermore, brokers and dealers should be alert to the fact that 
pursuant to Rule 15c2-11 under the Exchange Act, no quotations 
may be entered unless and until all of the provisions of said rule 
are strictly complied with. If any broker or dealer has any ques- 
tion as to whether or not such rule has been complied with, he 
should not enter any quotation but should immediately contact 
the staff of the Securities and Exchange Commission, Division of 
Enforcement in Washington, D.C. If any broker or dealer is uncer 
tain as to what is required by Rule 15c2-11, he should refrain from 
entering quotations relating to the securities in question until such 
time as he has familiarized himself with said rule and is certain 
that all of its provisions have been met. If any broker or dealer 
enters any quotation which is in violation of said rule, the Com 
mission will consider the need for prompt enforcement action 


SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10006/February 15, 1973 


INTERPRETATIONS AND MINOR AMENDMENTS 
APPLICABLE TO CERTAIN REVISIONS OF REGULA- 
TION S-X 


See Securities Act Release No. 5373. 


SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10007/February 13, 1973 


The Securities and Exchange Commission had ordered public ad- 
ministrative proceedings under the Securities Exchange Act of 
1934 involving Vande Vegte, Inc. (Registrant), a registered broker 
dealer of Minneapolis, Minnesota; Richard F. Vande Vegte, presi- 
dent and shareholder of Registrant, and the following sales repre- 
sentatives of Registrant: Henry R. Vande Vegte, Richard L 
Hartzell, Willard G. Berge, Clifford G. Knier, Alvin F. Peterka, 
Orville Ver Hoef, Patricia Gabe and Harvey Boeck 


The proceedings are based upon allegations of the Commission's 
staff that the respondents violated the registration and anti-fraud 
provisions of the Federal Securities Laws in the offer and sale of 
securities of New Life Trust, Inc. In addition, it is alleged that the 
respondents from in or about September 1970 to November 12, 
1971, conducted business as a broker-dealer in securities without 
being registered with the Commission as required. It is also alleged 
that Registrant and Richard F. Vande Vegte violated the record 
keeping provisions of the Securities Exchange Act of 1934 by 
failing to make and keep current certain books and records as re- 
quired. It is also alleged that Registrant and Richard F. Vande 
Vegte failed to file with the Commission an amendment to its reg 
istration statement reflecting a change of address by Registrant. In 
addition, Registrant and Richard F. Vande Vegte are charged with 
failing reasonably to supervise employees of the Registrant with a 
view to preventing the allegations alleged in the order. 


A hearing will be scheduled by further order to take evidence on 
the staff allegations and to afford the respondents an opportunity 
to offer any defenses thereto, for the purpose of determining 
whether the allegations are true and, if so, whether any action of a 
remedial nature should be ordered by the Commission. 


SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10008/February 14, 1973 


The Securities and Exchange Commission has ordered public ad- 
ministrative proceedings under the Securities Exchange Act of 
1934 against T. C. Horne & Co., Inc. (‘Horne & Co."’), a broker- 
dealer, whose principal place of business was formerly at 1384 
Massachusetts Avenue, Cambridge, Massachusetts, and Thomas C. 
Horne (‘‘Horne’’), president of Horne & Co., which formerly main- 
tained branch offices in New York City, New York; Louisville, 
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Kentucky and Washington, D.C., was adjudicated a bankrupt on 
November 12, 1970. Horne presently is residing in Phoenix, Ari- 
zona. 


The proceedings are based upon staff allegations that during the 
period from on or about December 1, 1969 to on or about May 4, 
1970 Horne & Co., aided and abetted by Horne, among other 
things, (a) failed accurately to make and keep current certain 
books and records, (b) violated the anti-fraud provisions of the 
Federal securities laws in that they impliedly represented to cus- 
tomers that Horne & Co., was able to consummate purchase and 
sell orders or deliver the securities promptly, (c) filed false finan- 
cial reports with the Commission and (d) violated the broker- 
dealer net capital provisions of the Act in that Horne & Co., made 
use of the mails and interstate commerce to induce the purchase 
and sale of securities when its aggregate indebtedness to al! other 
persons exceeded 2,000% of its net capital 


A hearing will be scheduled by further order to take evidence on 
the staff allegations and to afford respondents an opportunity to 
offer any defenses thereto, for the purpose of determining whether 
the allegations are true, and if so, whether any action of a remedi- 
al nature should be ordered by the Commission 


SECURITIES EXCHANGE ACT 
Rel. No. 10009/February 15, 1973 


Admin. Proc. File No. 3-3643 


In the Matter of 


DONALD D. GLENN 
524 South 6th East 
Salt Lake City, Utah 


FINDINGS AND ORDER BARRING ASSOCIATION WITH 
BROKER-DEALER 


‘W in these proceedings pursuant to Sections 15(b) and 15A of the 
Securities Exchange Act of 1934, Donald D. Glenn, who was a 
customer of certain registered broker-dealer firms, failed to file a 
notice of appearance or to file an answer to the allegations with 
respect to him in the order for proceedings as amended within the 
time prescribed in such order. Under Rules 6le) and 7(e) of the 
Commission's Rules of Practice, he is deemed to be in default and 
the proceedings may be determined against him upon considera- 
tion of that order, the allegations of which may be deemed to be 
true as to him.1 


On the basis of the allegations of the order for proceedings as 
amended pertaining to Glenn, it is found that during the period 
between July 1969 and the institution of these proceedings in 
March 1972 Glenn willfully violated Sections 5(a) and 5(c) of the 
Securities Act of 1933 in the offer, sale and delivery of shares of 
common stock of Com Tel Inc. when no registration statement 
had been filed or was in effect as to those shares pursuant to that 
Act 


In view of the foregoing, it is in the public interest to bar Glenn 
from association with a broker-dealer 


Accordingly, 1T 1S ORDERED that Donald D. Glenn be, and he 
hereby is, barred from being associated with a broker or dealer 


For the Commission, by the Office of Opinions and Review, pur- 
suant to delegated authority. 


Ronald F. Hunt 
Secretary 


1 The findings herein are not binding on any other respondent 
named in the order for proceedings 






























































SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10010/February 16, 1972 


The Securities and Exchange Commission, under the Securities Ex 
change Act of 1934, ordered the termination of the suspension of 
trading in the securities of Monarch General, Inc. (‘Monarch’) ef 
fective at 12:00 midnight (EST) on February 19, 1973. The Com 
mission first ordered the suspension of trading on November 2, 
1972, on the basis of information which tended to show that the 
market price of Monarch’s common stock was artificially infiated, 
and because quotations in the over-the-counter market may not 
have been bona fide 


Monarch made a registered public offering of 200,000 shares of 
common stock at $5 per share on September 28, 1972. The Mon 
arch public offering was underwritten by Flaks, Zasilow & Co., Inc 
(‘‘Flaks, Zaslow’’), a New York City broker-dealer and Denis 
McCauley & Co., Inc. (‘Denis McCauley’’), a Minneapolis, Minne 
sota broker-dealer. Over-the-counter trading commenced in the 
stock on October 20, 1972, and continued until the stock was sus 
pended on November 2, 1972. The stock traded in excess of $11 
per share on the first day of trading and continued to trade there 
after at prices well in excess of the initial offering price 


ts 


On February 16, 1973 public administrative proceedings were 
ordered against the underwriters of Monarch’s stock issue, Flaks, 
Zaslow and Denis McCauley, based upon allegations by the Divi 
sion of Enforcement that these two firms and their principals com 
mitted violations of the anti-fraud and registration provisions of 
the federal securities acts in connection with the public offering 
and the subsequent trading in Monarch securities. Also named as 
respondents in the Order for Proceedings for alleged violations of 
the anti-fraud and registration provisions were Stephen Flaks, 
Stanley Zaslow and Leonard Marans of the Flaks, Zaslow firm and 
Denis McCauley, Robert Abrams and Phillip Schneiderman of the 
Denis McCauley firm. In addition, also named in the Order for 
allegedly violating the anti-fraud provisions were Amherst Securi 
ties Co., Inc. a New York City broker-dealer and its principals 
Joseph Schachter, Harold and Raymond Bernstein 


It should be noted that Monarch is presently a defendant along 
with Flaks, Zaslow and Denis McCauley & Co. in a private lawsuit 
commenced in the federal court in the State of Minnesota. The 
plaintiff in that action is seeking $2,000,000 in damages from 
Monarch and the underwriters and alleges in his complaint that he 
was induced to purchase shares of Monarch stock by means of a 
prospectus and/or oral communications which included untrue or 
misleading statements 


Moreover, Monarch has represented that it has issued a release on 
December 21, 1972 to all its shareholders, broker-dealers who 
made a market in the company’s securities prior to the suspension 
and news and wire services. The company’s release states, in addi 
tion to the foregoing, that the company had released no informa 
tion and know of no facts or transactions that were not contained 
in its prospectus which would account for the rise in the market 
price from $5 to over $11 per share 


The Commission cautioned that, if any trading of Monach’s secu 
rities after the trading ban expires on February 19, 1973, share 
holders and prospective purchasers of the securities as well as 
broker-dealers should consider carefully the foregoing information 
in making any investment decision with respect to this company 
The Commission cautions broker-dealers, who solicit the purchase 
of the securities of this company and who do not make diligent 
inquiry to determine all pertinent financial and other information 
about the issuer and disclose such information to prospective pur 
chasers, may be violating the anti-fraud provisions of the federal! 
securities laws. In addition, brokers and dealers who publish quo 
tations and trade in this company’s securities should assure them 
selves that they are not participating in activities in violation of 
the registration provisions of the Securities Act or anti-fraud and 
anti-manipulative provisions of the Securities Act and the Securi 
ties Exchange Act 
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Furthermore, brokers and dealers must be aware that pursuant to 
the specific provisions of Rule 15c2-11 under the Exchange Act, 
no quotations may be entered, unless and until all of the provi- 
sions of said Rule are adhered to. If any broker or dealer has any 
questions. as to whether or not such Rule has been complied with, 
he should not enter any quotation but should immediately con- 
tact the staff of the Securities and Exchange Commission, Divi- 
sion of Enforcement in Washington, D. C. If any broker-dealer is 
uncertain as to what is required by Rule 15c2-11, he should re- 
frain from entering quotations relating to the securities in ques- 
tion until such time as he has familiarized himself with said Rule 
and is certain that all of its provisions have been met. If any bro- 
ker or dealer enters any quotation which is in violation of said 
Rule, the Commission will consider the need for prompt enforce- 
ment action. 





HOLDING COMPANY ACT 





PUBLIC UTILITY HOLDING COMPANY ACT 
Rel. No. 17880/February 15, 1973 


Admin. Proc. File No. 3-4130 


In the Matter of 


CONSOLIDATED NATURAL GAS COMPANY 
New York, New York 
(70-5301) 


ORDER AUTHORIZING HOLDING COMPANY TO ACT AS 
SURETY ON BOND OF PUBLIC-UTILITY SUBSIDIARY 
COMPANY 


Consolidated Natural Gas Company (‘‘Consolidated’’), a registered 
holding company, has filed a declaration with this Commission 
pursuant to Section 12(b) of the Public Utility Holding Company 
Act of 1935 (‘Act’), and Rule 45 promulgated thereunder as ap- 
plicable to the proposed transaction 


On September 22, 1972, Hope Natural Gas Company, a Division 
of Consolidated’s wholly-owned public-utility subsidiary company, 
Consolidated Gas Supply Corporation (‘Supply Corporation’’) 
filed revisions in its rate schedules with the Public Service Com- 
mission of West Virginia providing for increased rates and charges 
approximating $7,200,000 per year for furnishing natural gas serv- 
ice in the State of West Virginia. By action of the State commis- 
sion, the effectiveness of the new rates was suspended until Feb- 
ruary 19, 1973. The new rates may now become effective upon 
the filing by Supply Corporation of a bond in the amount of 
$7,200,000 with satisfactory surety, for the due and proper pay- 
ment of any refunds to customers which the State commission 
may order. The State commission has indicated that Consolidated 
may act as surety on such bond. Consolidated proposes, without 
fee or other consideration, to act as surety on the bond of Supply 
Corporation to save the cost of securing an outside corporate 
surety. 


No State commission and no Federal commission, other than this 
Commission, has jurisdiction over the proposed transaction. 


Due notice of the filing of said declaration has been given in the 
manner prescribed in Rule 23 promulgated under the Act (Hold- 
ing Company Act Release No. 17863), and no hearing has been 
requested of or ordered by the Commission. 


Upon the basis of the facts in the record, it is hereby found that 
the applicable standards of the Act and the rules thereunder are 
satisfied and that no adverse findings are necessary; and that it is 
appropriate in the public interest and in the interest of investors 
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and consumers that said declaration be permitted to become ef- 
fective: 


IT 1S ORDERED, pursuant to the applicable provisions of the Act 
and rules thereunder, that said declaration be, and it hereby is, 
permitted to become effective forthwith, subject to the terms and 
conditions prescribed in Rule 24 promulgated under the Act 


For the Commission, by the Division of Corporate Regulation, 
pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 


PUBLIC UTILITY HOLDING COMPANY ACT 
Rel. No. 17881/February 14, 1973 


Admin. Proc. File No. 3-4102 


In the Matter of 


NEW ENGLAND POWER COMPANY 
Westborough, Massachusetts 
(70-5290) 


ORDER AUTHORIZING CONTINUATION OF INCREASE IN 
PERMITTED SHORT-TERM UNSECURED INDEBTEDNESS 


New England Power Company (““NEPCO"’), an electric utility sub- 
sidiary company of New England Electric System, a registered 
holding company, has filed a declaration with this Commission 
pursuant to Sections 6(a), 7, and 12(e) of the Public Utility Hold- 
ing Company Act of 1935 (‘‘Act’’) and Rule 62 promulgated there- 
under regarding the continuation of an increase in its permitted 
short-term unsecured indebtedness and the solicitation of proxies. 
The solicitation of proxies was authorized by order of this Com- 
mission dated January 10, 1973 (Holding Company Act Release 
No. 17853). 


The terms of the Dividend Series Preferred Stock as set forth in 
the By-laws provide that, except as voted by holders of said stock, 
the short-term unsecured indebtedness of NEPCO shall not exceed 
10% of the sum of the principal amount of all bonds and other 
secured indebtedness and the capital, premium, and surplus of 
NEPCO, and that all unsecured indebtedness of NEPCO shall not 
exceed 20% of such sum. 


On March 30, 1970, pursuant to Commission approval (Holding 
Company Act Release No. 16653), the Dividend Series Preferred 
Stockholders by majority vote authorized the issue by the Com- 
pany of short-term unsecured indebtedness in excess of the 10% 
limitation provided that all unsecured indebtedness would not ex- 
ceed 20% of the sum of the principal amount of all bonds and 
other secured indebtedness and the capital, premium, and surplus 
of the Company and that such short-term unsecured indebtedness 
would be issued within a three-year period ending March 20, 1973, 
and mature by March 20, 1974. It is now proposed that this au- 
thorization be continued on the same terms, except that (1) such 
indebtedness shall be issued not later than July 1, 1976 and (2) 
such indebtedness shall have a maturity not later than July 1, 
1977. 


It is stated that the experience of the current authorization of the 
increase in the permitted amount of short-term unsecured indebt- 
edness has demonstrated that temporary financing through larger 
amounts of short-term unsecured indebtedness pending completion 
of, and realization of earnings from, facilities under construction 
provides greater flexibility in financing, lower interest costs, and 
is in the best interest of NEPCO, its investors, and customers. It 
is further stated that since the 1970 authorization referred to 
above, the need for a waiver of the 10% limitation has been 
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accentuated due to inflation, larger unit sizes, and delays in ob- 
taining licenses and regulatory approvals, including those neces- 
sitated by recently enacted environmental requirements 


NEPCO intends to submit the proposal to the holders of Dividend 
Series Preferred Stock for their approval at a special meeting of 
such stockholders which is to be held on February 22, 1973. In 
connection therewith, NEPCO, pursuant to Rule 62 under the 
Act, is soliciting proxies from such stockholders to be voted at 
said special meeting 


No State or Federal commission, other than this Commission, has 
jurisdiction over the proposed transactions 


Due notice of the filing of said declaration has been given in the 
manner prescribed in Rule 23 promulgated under the Act (Hold- 
ing Company Act Release No. 17853), and no hearing has been 
requested of or ordered by the Commission. Upon the basis of 
the facts in the record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are satisfied and 
that no adverse findings are necessary; and that it is appropriate 
in the public interest and in the interest of investors and consum- 
ers that said declaration be permitted to become effective 


IT 1S ORDERED, pursuant to the applicable provisions of the 

Act and rules thereunder, that said declaration be, and it hereby 
s, permitted to become effective forthwith, subject to the terms 
and conditions prescribed in Rule 24 promulgated under the Act 


For the Commission, by the Division of Corporate Regulation, 
pursuant to delegated authority 
Ronald F. Hunt 
Secretary 


PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Rel. No. 17882/February 15, 1973 


INTERPRETATIONS AND MINOR AMENDMENTS 
APPLICABLE TO CERTAIN REVISIONS OF 
REGULATION S-X 


See Securities Act Release No. 5373 
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INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7665/February 12, 1973 


Admin. Proc. File No. 3-4113 
In the Matter of 


STATE MUTUAL LIFE ASSURANCE 
COMPANY OF AMERICA 


and 


STATE MUTUAL SECURITIES, INC. 
440 Lincoln Street 

Worcester, Massachusetts 01605 
(812-3348) 


ORDER PURSUANT TO SECTION 17(d) OF THE ACT AND 
RULE 17d-1 THEREUNDER 


State Mutual Life Assurance Company of America (‘‘Insurance 
Company’’), and State Mutual Securities, Inc., (‘““Fund’’), a closed 
end investment company registered under the Investment Com 
pany Act of 1940 (‘Act’) (collectively ‘‘Applicants’’), filed an 
application for an order pursuant to Section 17(d) of the Act 
and Rule 17d-1 thereunder to permit an arrangement whereby 
Insurance Company will invest concurrently with Fund in each 
issue Of securities purchased by the Fund in direct placement 


Insurance Company will be Fund’s investment adviser and Coloni 
al Management Associates, Inc. (‘“‘Colonial’’), a subsidiary of 


Insurance Company, will act as sub-adviser to advise Fund with 
respect to management of its publicly traded securities 


The Commission on January 15, 1973, issued a notice of the 
filing of said application (Investment Company Act Release No 
7626). The notice gave interested persons an opportunity to re 
quest a hearing and stated that an order disposing of the applica 
tion might be issued upon the basis of the information stated 
therein, unless a hearing should be ordered. No such request has 
been filed and the Commission has not ordered a hearing 


The matter has been considered and it is found that based upon 
the information stated in the application, the participation of 

Fund in the proposed transactions is consistent with the provisions, 
policies and purposes of the Act, and is not on a basis less advan 
tageous than that of other participants 


IT 1S ORDERED, pursuant to Section 17(d) of the Act and Rule 
17d-1 thereunder, that the application to permit the proposed 
transactions be, and is hereby, granted, effective forthwith, sub 
ject to the following conditions 


(1) Each investment will Se made by Insurance Company and 
Fund at the same unit price in securities of the same class (except 
that Insurance Company's investment may include non-voting se- 
curities which are, except for voting rights, identical with those 
purchased by Fund); 


(2) Unless otherwise permitted by order of the Commission, In 
surance Company will invest an amount equal to the amount in 
vested in the issue by Fund, and Insurance Company and Fund 
will exercise warrants, Conversion privileges and other rights at the 
same time and in the same amount 


(3) All securities which Insurance Company is prepared to pur- 
chase at direct placement and which would be consistent with the 
investment policies of Fund will be shared equally by the Insur 
ance Company and Fund unless 


(a) in the judgment of Fund’s Board of Directors, concurred 
in by a majority of those Directors who are not “interested per 
sons” (as defined in the Act) of Insurance Company or Colonial, 
(i) either (A) 42% or more by value of the assets of Fund are in 
vested, in accordance with the investrnent policies of Fund, in 
long-term debt obligations or preferred stocks purchased directly 
from the issuers or in equities acquired either in connection with 
such purchases or as a result of the exercise of rights or other op 
tions so acquired, or (B) if the security to be so purchased is a 
long-term debt obligation or preferred stock without equity par 
ticipation, 31% or More by value of the assets of Fund are in 
vested, in accordance with the investment policies of Fund, in 
long-term debt obligations and preferred stocks purchased directly 
from the issuers which do not have equity participation, (ii) there 
is insufficient cash to make the investment and (iii) the sale of 
portfolio securities of Fund to provide such cash is inadvisable; 


(b) the purchase by Fund would be inconsistent with the pro 
visions of any Commission order granted on this Application or 
otherwise and thus in effect; or 


(c) the Commission by order otherwise permits; 


(4) Neither Insurance Company nor Fund, unless otherwise per 
mitted by order of the Commission, will have any prior interest in 
the issuer or in any affiliated person of the issuer, or in securities 
issued by such issuer or affiliated person other than interests in all 
respects identical; 


(5) Neither Insurance Company nor Fund, unless otherwise per 
mitted by order of the Commission, will acquire any further inter 
est in the issuer, or in any affiliated person of the issuer, or in se 
curities issued by such issuer or affiliated person other than inter 
in all respects identical; 
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(6) Neither Insurance Company nor Fund will, unless otherwise 
permitted by order of the Commission, sell, exchange or other- 
wise dispose of any interest in any security of a class held by 
Fund unless each makes such disposition at the same time, for the 
same unit consideration and in the same amount (each in the same 
proportion to the amount it holds if the amounts held by each 
are different); and 


(7) The expenses, if any, of the distribution of securities regis- 
tered for sale under the Securities Act of 1933 and sold by Insur- 
ance Company and Fund at the same time will be shared by In- 
surance Company and Fund in proportion to the amount each is 
selling. 


For the Commission, by the Division of Investment Management 
Regulation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 


INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7666/February 12, 1973 


Admin. Proc. File Nos. 3-4111 and 3-4112 


In the Matter of 
PLIGROWTH FUND, INC. 


HEDBERG & GORDON FUND, INC. 


ONE ELEVEN DISTRIBUTION COMPANY 
111 N. Broad Street 

Philadelphia, Pa., 19107 

(812-3313) 

(812-3314) 


COMBINED ORDER PURSUANT TO SECTION 6(c) OF THE 
ACT EXEMPTING APPLICANTS FROM SECTION 22(d) OF 
THE ACT 


Pligrowth Fund, Inc., and Hedberg & Gordon Fund, Inc. 
(“Funds”), both open-end diversified management investment com- 
panies registered under the Investment Company Act of 1940 
(‘Act’), and One Eleven Distribution Company, the principal un 
derwriter for the Funds, have filed applications pursuant to Sec- 
tion 6(c) of the Act for orders of the Commission exempting from 
the provisions of Section 22(d) of the Act sales of shares of the 
Funds without a sales load in connection with a reinvestment 
privilege offered by the Funds. 


The Commission on January 15, 1973, issued a notice of the 
filing of said applications (Investment Company Act Release No 
7625). The notice gave interested persons an opportunity to re- 
quest a hearing and stated that an order disposing of the applica- 
tions might be issued upon the basis of the information stated 
therein unless a hearing should be ordered. No request for a hear 
ing has been filed and the Commission has not ordered a hearing. 


The matter has been considered and it is found that the granting 
of the requested exemptions is necessary or appropriate in the 
public interest and consistent with the protection of investors and 
the purposes fairly intended by the policy and provisions of the 
Act. 


IT 1S ORDERED, pursuant to Section 6(c) of the Act, that the 
applications for exemption from the provisions of Section 22(d) 
of the Act be, and hereby are, granted, effective forthwith. 


For the Commission, by the Division of Investment Management 
Regulation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7667/February 12, 1973 


Admin. Proc. File No. 3-4069 


In the Matter of 


AMERICAN LEADERS FUND, INC. 
FUND FOR U. S. GOVERNMENT SECURITIES, INC. 


and 


FEDERATED SECURITIES CORP. 
421 Seventh Avenue 

Pittsburgh, Pennsylvania 15219 
(812-3232) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT GRANT. 
ING EXEMPTION FROM SECTION 22(d) OF THE ACT AND 
RULE 22d-1 THEREUNDER. 


NOTICE was issued, on January 15, 1973 that American Leaders 
Fund, Inc. and Fund for U. S. Government Securities, Inc. (col 
lectively referred to hereinafter as ‘“‘Funds’’), both diversified, 
open-end management investment companies registered under the 
Investment Company Act of 1940 (‘‘Act’’), and Federated Secu- 
rities Corp., the principal underwriter for the Funds (hereinafter 
referred to collectively with the Funds as ‘‘Applicants’’), had filed 
an application pursuant to Section 6(c) of the Act for an order of 
the Commission exempting Applicants from the provisions of Sec- 
tion 22(d) of the Act and Rule 22d-1 thereunder. 


The matter has been considered and it has been found that the 
requested exemptions are necessary Or appropriate in the public 
interest and consistent with the protection of investors and the 
purposes fairly intended by the policy and provisions of the Act 


IT 1S ORDERED pursuant to Section 6(c) of the Act, that Appli- 
cants be, and are hereby, exempted from the provisions of Sec- 
tion 22(d) of the Act and Rule 22d-1 thereunder to the extent 
necessary to permit Applicants to sell shares of the Funds, with 
out sales charges, upon the exercise of reinvestment privileges 
which the Funds propose to offer to redeeming shareholders of 
both Funds and of Empire Fund, Inc., Third Empire Fund, Inc., 
Fourth Empire Fund, Inc., Fifth Empire Fund, Inc., Sixth Em- 
pire Fund, Inc., Presidential Exchange Fund, Inc., Second Presi- 
dential Exchange Fund, Inc., and Fifth Presidential Fund, Inc., 
exchange funds which are not engaged in a continuous Offering of 
their securities and which have the same investment adviser as the 
Funds 


For the Commission, by the Division of Investment Management 
Regulation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 


INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7668/February 13, 1973 


Admin. Proc. File No. 3-4116 


In the Matter of 


NEW ENGLAND MUTUAL LIFE INSURANCE COMPANY 
NEW ENGLAND LIFE VARIABLE ANNUITY FUND | 


and 
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NEL EQUITY SERVICES CORPORATION 
501 Boylston Street 

Boston, Massachusetts 02117 

(812-3327) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT EX- 
EMPTING APPLICANTS FROM SECTION 22(d) OF THE ACT 


New England Mutual Life Insurance Company, New England Life 
Variable Annuity Fund |, and NEL Equity Services Corporation 
(“Applicants’’), filed an application pursuant to Section 6(c) of 
the Investment Company Act of 1940 (‘‘Act’’) for an order ex- 
empting Applicants from Section 22(d) of the Act. 


The Commission on January 15, 1973, issued a notice of the 
filing of said application (Investment Company Act Release No. 
7627). The notice gave interested persons an opportunity to re- 
quest a hearing and stated that an order disposing of the applica- 
tion might be issued upon the basis of the information stated 
therein, unless a hearing should be ordered. No such request has 
been filed and the Commission has not ordered a hearing 


The matter having been considered, it is found that the granting 
of the requested exemption is appropriate in the public interest 
and consistent with the protection of investors and the purposes 
fairly intended by the policy and provisions of the Act 


IT 1S ORDERED, pursuant to Section Gic) of the Act, that the 
application for exemption from Section 22(d) of the Act to the 
extent requested be, and hereby is, granted, effective forthwith. 


For the Commission, by the Division of Investment Management 
Regulation, pursuant to delegated authority 


Ronald F. Hunt 
Secretary 


INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7669/February 13, 1973 


Admin. Proc. File No. 3-4163 


In the Matter of 


NARRAGANSETT CAPITAL CORPORATION 
40 Westminster Street 

Providence, Rhode Island 02903 

(812-3362) 


NOTICE OF FILING OF APPLICATION PURSUANT TO SEC- 
TIGNS 17(b) AND 17(d) OF THE ACT AND RULE 17d-1 
THEREUNDER. 


NOTICE IS HEREBY GIVEN that Narragansett Capital Corpora- 
tion (“Fund”), a non-diversified, closed-end management invest- 
ment company registered under the Investment Company Act of 
1940 (‘‘Act’’), and a licensed smal! business investment company 
under the Small Business Investment Act of 1958, has filed an 
application pursuant to Section 17(b) of the Act for an order of 
the Commission exempting from the provisions of Section 17(a) 

of the Act the exchange by American Pepsi-Cola Bottlers, Inc 
(“American Pepsi’’), pursuant to the reorganization of American 
Pepsi and its merger with GC-American Inc. (“GCA”), a wholly- 
owned subsidiary of General Cinema Corporation (‘‘General Cine- 
ma‘’), of one-half share of General Cinema for each share of 
American Pepsi held by Fund, and permitting, pursuant to Section 
17(d) of the Act and Rule 17d-1 thereunder, certain affiliated per- 
sons of Fund and certain affiliated persons of such persons to par- 
ticipate in the merger together with the Fund by exchanging shares 
of American Pepsi held by them for shares of General Cinema, and 
by entering into certain consulting and employment agreements 





with General Cinema. All interested persons are referred to the ap 
plication on file with the Commission for a statement of the repre 
sentations contained therein, which are summarized below 


American Pepsi is engaged in the production and distribution of 
soft drinks, primarily Pepsi-Cola, in north central North Carolina, 
Sacramento, California and Springfield, Ohio areas. General Cine- 
ma is engaged primarily in the operation of motion picture theaters 
throughout the United States and, through its beverage division, 
produces and distributes soft drinks, primarily Pepsi-Cola products, 
in various locations in the mid-Western and Southern United States 
General Cinema also has investments in the radio and te'evision 
industry and the retail furniture business 


Fund holds directly 208,619 shares or 18.8% of the outstanding 
shares of common stock of American Pepsi. Since Fund owns 
more than 5% of the voting stock of American Pepsi, Fund and 
American Pepsi are affiliated persons of each other under Section 
2(a)(3) of the Act, and officers, directors and employees of each 
corporation, besides being affiliated persons of the corporation to 
which they are so related, are also affiliated persons of an affiliated 
person of the other corporation. Fund also holds an 8% Subordi 
nated Note of American Pepsi in the amount of $871,000 and a 
10% Subordinated Note in the amount of $320,000, each due 
November 1, 1977. Fund's aggregate investment at September 30 
1972 in American Pepsi Was $2,030,309. The value of this invest 
ment on that date as determined by the Board of Directors of 
Fund was $4,149,000. Four officers and directors of Fund are 
also directors of American Pepsi, and the Assistant Secretary of 
Fund is also the Secretary of American Peps 


An agreement in principle has been reached on a proposed mer 
ger of American Pepsi and GCA in a transaction which Ameri 
can Pepsi will be the surviving corporation and become a wholly 
owned subsidiary of General Cinema. Stockholders of American 
Pepsi, including the Fund, affiliated persons of the Fund, and af 
filiated persons of such persons, wil! receive one-half of a share of 
common stock of General Cinema in exchange for each share of 
common stock of American Pepsi held by them 


Consummation of the Merger is dependent upon the granting by 
the Commission of the orders requested in the application, the 
approval of the merger by the affirmative vote of a majority of 
the outstanding common stock of American Pepsi, and the receipt 
of a tax ruling that for Federal income tax purposes the merger 
will constitute a tax-free reorganization under Section 368 of the 
Internal Revenue Code of 1954, and that no gain or loss will be 
recognized by stockholders of American Pepsi upon exchange of 
their shares 


General Cinema has filed with the Commission a Form S-14 Reg 
istration Statement (the “Registration Statement’’), under the Se- 
curities Act of 1933 (‘‘the Securities Act’) covering shares of 
General Cinema common stock to be issued to stockholders of 
American Pepsi pursuant to the merger and such additional shares 
of Genera! Cinema common stock as may be issued to holders of 
outstanding stock options of American Pepsi prior to the effective 
date of the merger. 


All affiliated persons of Fund or American Pepsi who will receive 
stock of General Cinema in exchange for the shares of American 
Pepsi held by them will be required to sign investment letters ad 
dressed to General Cinema. Fund represents: that stockholders of 
American Pepsi who are not “‘affiliates’’ of that company, as de- 
fined in Rule 145 under the Securities Act, will be free to sell 
their shares of General Cinema following the merger; that on the 
basis of recent trading volu: te in the common stock of General 
Cinema, affiliated persons of American Pepsi receiving less than 
20,000 shares of common stock of General Cinema in the merger, 
upon the publication of General Cinema financial statements 
covering at least 30 days of postmerger operation of the combined 
companies, will, pursuant to Rules 144 and 145 under the Securi- 
ties Act, be free to sell all their shares; and that affiliated persons 
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of American Pepsi who wil! hold in excess of 20,000 shares of 
General Cinema common stock following the exchange (the Fund, 
James B. Someral!, Cheirman of the Board and a director of 
American Pepsi, and owner of more than 5% of the outstanding 
voting stock of American Pepsi, and Robert E. Haley, President 
of American Pepsi) will obtain the right to participate in, but not 
require, registration of General Cinema shares under the Securities 
Act for a period of five years following the effectiveness of the 
merger, subject to certain stated conditions. 


As a condition precedent to General Cinema’s obligation to con- 
summate the merger, Mr. Somerall will enter into a consulting 
agreement with General Cinema pursuant to which he will pro- 
vide consulting services to General Cinema on the same time basis 
as he is now employed by American Pepsi and for the same com- 
pensation and benefits through August 31, 1973. The consulting 
agreement will provide that for a period of five years after Au- 
gust 31, 1973, he will receive annual consulting fees of $25,000 
for his availability and services as a consultant for up to 30 days 
in each year as required by General Cinema. In the event Mr 
Somerall is required to work in excess of 30 days in a year, he 
will be compensated on aper diem basis. As part of the consult 
ing arrangement, Mr. Somerall will agree not to compete with the 
beverage business of General Cinema in its franchise territories, 
nor to acquire any franchise for Pepsi-Cola products without first 
making such franchises available to Generali Cinema. Mr. Robert 
E. Haley will be retained by General Cinema as a consultant on a 
full-time basis through August 31, 1973, at a rate of compensa- 
tion that will not be more than that specified in his current em- 
ployment agreement, which would have expired on August 31, 
1973. With regard to the five years after August 31, 1973, Mr 
Haley's arrangement is identical with Mr. Somerall’s except that 
his base annual consulting fee is $19,000. In addition, Mr. Haley's 
coverage under American Pepsi's group hospitalization plan will 
be continued for the five-year consulting period. 


Although not a condition to the consummation of the transaction, 
five members of the middie management of American Pepsi, i.e., 
Felix C. McDaniel, Robert E. Haley, Jr., Mario V. Campanaro, 
Elmer C. Knapp, and William Schilling will be offered the oppor- 
tunity to enter into three-year employment agreements with Gen- 
eral Cinema or one of its bottling subsidiaries at no less than cur- 
rent compensation, in jobs similar to the current jobs these indi- 
viduals hold. 


The Board of Directors of Fund has authorized the voting of its 
shares of American Pepsi in favor of the merger, and the directors 
of American Pepsi, who together hold approximately 14% of the 
outstanding shares of American Pepsi, have indicated that they 
intend to vote their shares in favor of the merger. Shareholders 
who object to the merger and have otherwise complied with ap- 
plicable Delaware law will be entitled to dissenters’ rights. 


Section 17(a) of the Act, which prohibits an affiliated person of 
a registered investment company or an affiliated person of such 
person from buying property from such company or selling prop- 
erty to such company, may be deemed to prohibit American 
Pepsi from exchanging, pursuant to the terms of the merger, one- 
half share of General Cinema for each share of American Pepsi 


held by Fund. Under Section 17(b) of the Act, however, the Com- 


mission may exempt a transaction from the provisions of Section 
17(a) upon finding that the terms of the proposed transaction, in- 
cluding the consideration to be paid or received, are reasonable 
and fair and do not involve overreaching on the part of any per- 
son concerned; that the proposed transaction is consistent with 
the policy of each registered investment company concerned as 
recited in its registration statement and reports filed under the 
Act; and that the proposed transaction is consistent with the gen- 
eral purposes of the Act. 


Section 17(d) of the Act and Rule 17d-1 thereunder which, in the 
absence of Commission approval, prohibit an affiliated person of 


a registered investment company, or an affiliated person of such 


14/SEC DOCKET 





persons, from participating in a transaction in connection with a 
joint enterprise or other joint arrangement in which such registered 
company is also a participant, may be deemed to prohibit affiliated 
persons of the Fund or affiliated persons of such persons from 
also participating in the proposed merger as shareholders of Amer- 
ican Pepsi. 


A list of such affiliated persons of the Fund, and affiliated per- 
sons of such persons, and their respective interests in American 
Pepsi follows 


Number of Shares of 


Officers and Directors of Fund American Pepsi owned 


L. A. Casler 100 
R. S. Davis 500 
B. P. Harris 100 
A. D. Little 927 
R. Little 10,000 
S. Livingston 2,000 
H. Loeb 14,232 
A. Rubenstein 308 
H. J. Sarles 100 
Officers and Directors of American Pepsi 

R. E. Haley 40,757 
T. B. Rice 1,000 
J. B. Somerall 99,394 
Employees of American Pepsi 

M. Adams 180 
1. Grogan 110 
R. E. Haley, Jr 2,008 
G. Steres 1,750 
19 Others holding less than 100 shares 540 


Company affiliated with an affiliated person of Fund because 
Fund and Company each own more than 5% of the voting stock 
of such person. 


Industrial Capital Corporation 4,000 


Employees of American Pepsi Holding Options 
to Purchase American Pepsi Common Stock 


No. of Shares Covered Exercise Expiration 
Name by Options Price Date 
M. Campanaro 4,000 $16.00 3/29/77 
R. E. Haley 2,000 5.00 9/26/73 
E. C. Knapp 2,000 16.00 3/29/77 
F. C. McDaniel 1,250 5.00 9/26/73 
W. S. Schilling 4,000 5.00 9/26/73 


Section 17(d) of the Act and Rule 17d-1 thereunder may also be 
deemed to prohibit certain affiliates of an affiliate of the Fund, 
namely officers, directors and employees of American Pepsi, from 
entering into consulting or employment arrangements with Gen- 
eral Cinema or American Pepsi following the consummation of the 
merger. 


Under Section 17(d) and Rule 17d-1 the Commission is required 
to consider, in passing upon an application to permit an affiliated 
person of a registered investment company to participate in a 
joint enterprise or other joint arrangement in which such registered 
company is a participant, whether the participation of such regis- 
tered company in such arrangement is consistent with the provi- 
sions, policies, and purposes of the Act, and the extent to which 
such participation is on a basis different from, or less advantageous 
than, that of other participants. 


Fund represents that the merger agreement was negotiated at 
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arm’s-length between American Pepsi and General Cinema. 


Fund also represents that the Boards of Directors of both Amer- 
ican Pepsi and General Cinema approved the merger after consid- 
eration of the records and prospects of each corporation and the 
prospects of the corporations as combined. In deciding in favor 

of the merger, the American Pepsi Board gave special considera- 
tion to the possible need of that company to increase its volume 
of business and franchise territories in order to support possible 
capital expenditure requirements and to its difficulties in acquiring 
desirable franchise locations at realistic cash prices, or in exchange 
for its common stock because of the dividend restrictions con- 
tained in its loan agreements and the relative thinness of the mar- 
ket for American Pepsi's common stock. The Board of Directors 
of American Pepsi believes that the merger will enable the stock- 
holders of American Pepsi to participate in the ownership of a 
corporation with a broader capital base and greater growth oppor- 
tunities than American Pepsi now possesses and a business which 
is more diversified than American Pepsi's business. In addition, 
the common stock of General Cinema has currently been paying 
a dividend and has a broader market than that of American Pepsi 


Comparative per share data, as well as information as to dividends, 
consolidated statements of income, and information concerning 
General Cinema are set forth in the proxy material, which is con- 
tained in the Registration Statement, and which will be mailed to 
all American Pepsi stockholders 


Fund contends that the terms of the proposed merger, and the 
employment and consulting agreements executed in conection 
therewith, including the consideration to be paid or received, (i) 
are reasonable and fair and do not involve overreaching on the 
part of any person concerned for the following reasons: the 
terms of the merger agreement resulted from arm’s-length nego- 
tiations between representatives of American Pepsi and General 
Cinema; the exchange of shares will be made on a pro-rata basis; 
while Fund and Messrs. Somerall and Haley will receive rights to 
participate in registrations of General Cinema, these rights will 
not place them in a better position than unaffiliated or other af- 
filiated shareholders, but will simply afford them a degree of liq- 
uidity in the shares which they will receive; the consulting agree- 
ments of Messrs. Somerall and Haley will assist in the transition 
of American Pepsi's operations to General Cinema’s management, 
and other members of American Pepsi’s middle management will 
continue in positions similar to those they currently hold for com- 
pensation not in excess of that received now; (ii) are consistent 
with the policy of Fund as recited in its registration statement 
and reports filed under the Act as Fund believes that the same 
factors which make the merger attractive to American Pepsi indi- 
cate that the merger will have a favorable effect on Fund's invest- 
ment, and the liquidity of Fund's investment in American Pepsi 
will be improved as a result of the registration rights Fund will 
receive in connection with the transaction; (iii) are consistent with 
the general purposes of the Act since no insiders or special classes 
of security holders of Fund or American Pepsi are being given 
preferential treatment by virtue of the proposed transactions as 
all stockholders of American Pepsi, including those affiliated with 
Fund, will receive shares of General Cinema stock based upon 
their pro-rata holdings of American Pepsi; and (iv) the participa- 
tion of Fund and its affiliates and affiliates thereof in the pro- 
posed merger is consistent with the provisions, policies and pur- 
poses of the Act and the participation of Fund in such transac- 
tion does not involve participation by Fund on a basis different 
from, or less advantageous than, that of any other participant. 


NOTICE IS FURTHER GIVEN, that any interested person may, 
not later than March 7, 1973, at 5:30 p.m., submit to the Com- 
mission in writing a request for a hearing on the matter accom- 
panied by a statement as to the nature of his interest, the reason 
for such request, and the issues of fact or law proposed to be 
controverted, or he may request that he be notified if the Com- 
mission shall order a hearing thereon. Any such communication 
should be addressed: Secretary, Securities and Exchange 





Commission, Washington, D. C. 20549. A copy of such request 
shall be served personally or by mail (air mail if the person being 
served is located more than 500 miles from the point of mailing) 
upon applicant at the address stated above. Proof of such service 
(by affidavit, or in case of an attorney-at-law, by certificate) shall 
be filed contemporaneously with the request. At any time after 
said date, as provided by Rule 0-5 of the Rules and Regulations 
promulgated under the Act, an order disposing of the application 
herein may be issued by the Commission upon the basis of the 
information stated in said application, unless an order for hearing 
upon said application shall be issued upon request or upon the 
Commission's own motion. Persons who request a hearing, or ad- 
vice as to whether a hearing is ordered, will receive notice of fur- 
ther developments in this matter, including the date of the hear 
ing (if ordered) and any postponements thereof 


For the Commission, by the Division of Investment Management 
Regulation, pursuant to delegated authority 


Ronald F. Hunt 
Secretary 


INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7670/February 14, 1973 


Admin. Proc. File No. 3-4165 


In the Matter of 


BERNSTEIN-MACAULAY SPECIAL FUND, INC. 
767 Fifth Avenue 

New York, New York 10022 

(811-1216) 


NOTICE OF APPLICATION PURSUANT TO SECTION 8(f) OF 
THE ACT FOR ORDER DECLARING THAT COMPANY HAS 
CEASED TO BE AN INVESTMENT COMPANY 


NOTICE IS HEREBY GIVEN that Bernstein-Macaulay Special 
Fund, Inc. (‘"Fund’’) registered under the Investment Company 
Act of 1940 ("Act’’) as a non-diversified, open-end management 
investment company, has filed an application pursuant to Section 
8(f) of the Act for an order declaring that Fund has ceased to be 
an investment company. All interested persons are referred to the 
application on file with the Commission for a statement of the 
representations made therein, which are summarized below 


The application states, among other things, that the Board of Di- 
rectors of the Fund at a meeting held on April 6, 1972 deter 
mined to dissolve the Fund and adopted a Plan of Complete Liaq- 
uidation (the ‘Plan’’), subject to shareholder approval; that at a 
Special Meeting of Shareholders of the Fund held on June 19, 
1972, the Plan was approved by the vote of the holders of more 
than two-thirds of all outstanding shares of the Fund entitled to 
vote thereon, as required by the New York Business Corporation 
Law; that the Board of Directors at a meeting held immediately 
following such Special Meeting of Shareholders authorized all ac- 
tions to complete the liquidation of the Fund and the winding up 
of its affairs; that on June 29, 1972, a partial liquidating distribu- 
tion of $25.00 per share was made to remaining shareholders; that 
the Fund has filed with the appropriate federal, state and munic- 
ipal tax authorities all final tax returns and has paid all of its re- 
maining debts, including tax liabilities; that the Fund has sub- 
mitted to the New York State Tax Commission for its consent a 
Certificate of Dissolution as required by New York law, has paid 
all state taxes required to obtain such consent, and upon the is- 
suance of such consent the Commission will forward the Certifi- 
cate of Dissolution to the Secretary of State of New York for 
filing, and upon such filing the Fund will be dissolved; and that 
the Fund distributed to its shareholders on December 27, 1972, 
all of its remaining assets, aggregating $86,722 or $1.89 per share, 
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according to their respective rights and has wound up its affairs 
in accordance with the New York Business Corporation Law. 


Section 8(f) of the Act provides, in pertinent part, that when the 
Commission, upon application, finds that a registered investment 
company has ceased to be an investment company, it shall so de- 
clare by order and upon the effectiveness of such order the regis- 
tration of such company shall cease to be in effect. 


NOTICE IS FURTHER GIVEN that any interested person may, 
not later than March 9, 1973 at 5:30 p.m., submit to the Com- 
mission in writing a request for a hearing on the matter accom- 
panied by a statement as to the nature of his interest, the reason 
for such request, and the issues, if any, of fact or law proposed 
to be controverted, or he may request that he be notified if the 
Commission should order a hearing thereon. Any such communi- 
cation should be addressed: Secretary, Securities and Exchange 
Commission, Washington, D. C. 20549. A copy of such request 
shall be served personally or by mail (air mail if the person being 
served is located more than 500 miles from the point of mailing) 
upon the applicant at the address stated above. Proof of such serv- 
ice (by affidavit or in case of an attorney-at-law by certificate) 
shall be filed contemporaneously with the request. At any time 
after said date, as provided by Rule 0-5 of the Rules and Regula- 
tions promulgated under the Act, an order disposing of the appli- 
cation herein may be issued by the Commission upon the basis of 
the information stated in said application, unless an order for 
hearing upon said application shall be issued upon request or upon 
the Commission's own motion. Persons who request a hearing or 
advice as to whether a hearing is ordered will receive notice of 
further developments in this matter, including the date of the 
hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment Management 
Regulation, pursuant to delegated authority. 
Ronald F. Hunt 
Secretary 


INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7671/February 14, 1973 


Admin. Proc. File No. 3-4118 


In the Matter of 


ELECTRONICS INTERNATIONAL CAPITAL LIMITED 
c/o Charles T. Collis, Esq 

Messrs. Conyers, Dill & Pearman 

Bank of Bermuda Building 

Hamilton, Bermuda 

(811-982) 


ORDER PURSUANT TO SECTION 8(f) OF THE ACT DE- 
CLARING THAT COMPANY HAS CEASED TO BE AN 
INVESTMENT COMPANY 


The Commission on January 16, 1973 issued a notice (Investment 
Company Act Release No. 7628) that Electronics International 
Capital Limited (‘the Company”’), a closed-end non-diversified 
management investment company registered under the Investment 
Company Act of 1940 (‘‘Act’’), had filed an application pursuant 
to Section 8(f) of the Act for an order of the Commission de- 
claring that the Company has ceased to be an investment com- 
pany as defined in the Act. 


The notice gave interested persons an opportunity to request a 
hearing and stated that an order disposing of the application 
might be issued upon the basis of the information stated therein. 
No request for a hearing has been filed and the Commission has 
not ordered a hearing. 
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The Commission has considered the matter and finds that the 
Company has ceased to be an investment company. Accordingly, 


IT 1S HEREBY ORDERED, pursuant to Section 8(f) of the Act, 
that the registration of Electronics International Capital Limited 
under the Act shall forthwith cease to be in effect. 


For the Commission, by the Division of Investment Management 
Regulation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 


INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7672/February 14, 1973 


Admin. Proc. File No. 3-4161 


In the Matter of 
MASSACHUSETTS MUTUAL LIFE INSURANCE COMPANY 
and 


MASSMUTUAL CORPORATE INVESTORS, INC. 
1295 State Street 

Springfield, Massachusetts 01101 

(812-3370) 


NOTICE OF FILING OF APPLICATION FOR ORDER PUR- 
SUANT TO SECTION 17(b) 


NOTICE IS HEREBY GIVEN that Massachusetts Mutual Life In- 
surance Company (the “‘Insurance Company’) and MassMutual 
Corporate Investors, Inc. (the ‘‘Fund’’), a closed-end, non-diversi- 
fied management investment company registered under the Invest- 
ment Company Act of 1940 (the “‘Act’’) (hereinafter collectively 
referred to as the ‘““Applicants’’), have filed an application for an 
order pursuant to Section 17(b) of the Act to exempt from the 
provisions of Section 17(a) of the Act the transfer by the Insur- 
ance Company to the Fund, at any time prior to March 29, 1973, 
of one-half of the principal amount of an issue of 8.80% 20-year 
senior notes (the “Senior Notes’’) and 7.10% 21-year subordinated 
convertible notes (the “Subordinated Convertible Notes") (herein- 
after collectively referred to as the ‘‘Notes’’) of Triangle Industries, 
Inc. (‘Triangle’) purchased by the Insurance Company on Decem- 
ber 29, 1972. All interested persons are referred to the applica- 
tion on file with the Commission for a statement of the represen 
tations made therein, which are summarized below. 


Pursuant to an Order (the ‘‘Order’’) of the Commission issued on 
August 19, 1971 (Investment Company Act Release No. 6690), 
the Insurance Company, which acts as investment adviser to the 
Fund, is permitted to invest concurrently for its general account 
in each issue of securities purchased by the Fund at direct place- 
ment, and to exercise warrants, conversion privileges and other 
rights at the same time. This Order is subject to several conditions 
One condition generally requires purchases at direct placement of 
securities which would be consistent with the investment policies 
of the Fund to be shared equally by the Insurance Company and 
the Fund. Another condition limits the Order to situations in 
which neither the Insurance Company nor the Fund have any pri- 
or interest in the issuer, in any affiliated person of the issuer, or 
in securities issued by such issuer or affiliated person, other than 
interests in all respects identical. 


The Notes were purchased, at direct placement, by the Insurance 
Company and certain other institutional investors. Lehman Broth- 
ers Incorporated served as the broker in arranging the purchase of 
the Notes. As investment adviser of the Fund, the Insurance Com- 
pany believed that the Notes would be an attractive investment 
for the Fund and within its investment objective and policies, 






























and Triangle was willing to include the Fund as one of the pur- 
chasers of the Notes. 


The acquisition of the Notes by the Insurance Company and the 
Fund would not have been permitted by the Order because the 
Insurance Company held the following securities (collectively, the 
“Outstanding Triangle Securities’) issued by Triangle 


1. 5 5/8% senior notes due 1985 in the aggregate unpaid princi- 
pal amount of $1,725,000. 


2. 7%% senior notes due 1988 in the aggregate unpaid principal 
amount of $900,000. 


3. 6% convertible subordinated notes (the ‘‘Outstanding Convert- 
ible Notes’) due 1989 in the aggregate unpaid principal amount 
of $2,700,000, which are convertible into shares of Triangle’s 
common stock at the price of $41 per share. 


Since the Fund owned no securities of Triangle, the interests of 
the Insurance Company and the Fund were not identical prior to 
the purchase of the Notes 


Due to the fact that the closing date for the purchase and sale of 
the Notes, and the issuance date thereof, occurred prior to the 
time by which Applicants could have obtained an Order pursuant 
to Section 17(d) of the Act and Rule 17d-1 thereunder, the In- 
surance Company acquired $1,787,500 principal amount of the 
Senior Notes and $1,393,750 in principal amount of the Subor- 
dinated Convertible Notes, subject to the obligation to transfer 
one half of the above principal amounts of the Senior Notes and 
the Subordinated Convertible Notes to the Fund at cost plus ac 
crued interest if, within three months after the acquisition by the 
Insurance Company of the Notes, an Order of the Commission 
permitting such transaction was granted. If such an Order is not 
received, the $1,787,500 in principal amount of the Senior Notes 
and the $1,393,750 in principal amount of the Subordinated 
Convertible Notes will be retained for investment by the Insur- 
ance Company 


Section 17(a) of the Act, as here pertinent, prohibits the Insur- 
ance Company as an affiliated person of the Fund from selling to 
the Fund any securities unless the Commission, upon application 
pursuant to Section 17(b), grants an exemption from the provi- 
sions of Section 17(a) upon finding that the terms of the proposed 
transaction, including the consideration to be paid, are reasonable 
and fair and do not involve overreaching on the part of any per- 
son concerned, and that the proposed transaction is consistent 
with the policy of the Fund and with the general purposes of the 
Act 


Applicants represent that they will be participating in the invest 
ment on a basis no different from that of the other participants 
Both will have acquired the same amount of the Notes at the 
same price. Applicants also represent (1) that the terms of the 
proposed transfer of the Notes from the Insurance Company to 
the Fund would be reasonable and fair and would not involve 
overreaching on the part of either the Insurance Company or the 
Fund since the consideration paid by the Fund would equal the 
price paid by the Insurance Company for the Notes, plus accrued 
interest; (2) that the proposed transaction is consistent with the 
policy of the Fund as recited in its registration statement; and 
(3) that the proposed transaction is consistent with the general 
purposes of the Act. Applicants further represent that any subse- 
quent transaction concerning the Notes would be subject to the 
terms of the Order of August 19, 1971 


Applicants request an Order of the Commission pursuant to Sec- 
tion 17(b) of the Act exempting from the provisions of Section 
17(a) of the Act the transfer from the Insurance Company to the 
Fund of one-half of the $1,787,500 principal amount of the Sen- 
ior Notes and one-half of the $1,393,750 principal amount of the 
Convertible Subordinated Notes acquired by the Insurance 


Company, provided that such transfer is made at a time within 
three months of the acquisition of the Notes by the Insurance 
Company and at a price equal to one-half of the price paid by the 
Insurance Company for the Notes together with any interest ac- 
crued on the Notes to be transferred from the date such Notes 
were purchased by the Insurance Company to the date of trans 
fer. 


NOTICE IS FURTHER GIVEN that any interested person may, 
not later than March 9, 1973, at 5:30 p.m., submit to the Com 
mission in writing a request for a hearing on the matter accom- 
panied by a statement as to the nature of his interest, the reason 
for such request, and the issues, if any, of fact or law proposed 
to be controverted, or he may request that he be notified if the 
Commission should order a hearing thereon. Any such communi 
cation should be addressed: Secretary, Securities and Exchange 
Commission, Washington, D. C. 20549. A copy of such request 
shall be served personally or by mail (air mail if the person being 
served is located more than 500 miles from the point of mailing) 
upon Applicants at the address stated above. Proof of such serv 
ice (by affidavit, or in case of attorney-at-law, by certificate) shall 
be filed contemporaneously with the request. At any time later 
than said date, as provided by Rule 0-5 of the Rules and Regula 
tions promulgated under the Act, an Order disposing of the ap 
plication herein may be issued by the Commission upon the basis 
of the information stated in said application, unless an Order for 
hearing upon said application shall be issued upon request or upon 
the Commission's own motion. Persons who request a hearing or 
advice as to whether a hearing is ordered will receive notice of 
further developments in this matter, including the date of the 
hearing (if ordered) and any postponements thereof 


For the Commission, by the Division of Investment Management 
Regulation, pursuant to delegated authority 


Ronald F. Hunt 
Secretary 


INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7673/February 15, 1973 


INTERPRETATIONS AND MINOR AMENDMENTS 
APPLICABLE TO CERTAIN REVISIONS OF 
REGULATION S—X 


See Securities Act Release No. 5373 


INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7674/February 16, 1973 


Admin. Proc. File No. 3-4164 


In the Matter of 


THE PAUL REVERE VARIABLE ANNUITY CONTRACT 
ACCUMULATION FUND 


and 


THE PAUL REVERE VARIABLE ANNUITY INSURANCE 
COMPANY 

18 Chestnut Street 

Worcester, Massachusetts 01608 

(812-3360) 


NOTICE OF FILING OF APPLICATION PURSUANT TO SEC 
TION 6ic) FOR EXEMPTION FROM THE PROVISIONS OF 
SECTION 22(d) OF THE ACT 

NOTICE IS HEREBY GIVEN that The Pau! Revere Variable 
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Annuity Contract Accumulation Fund (‘‘Fund’’), registered under 
the Investment Company Act of 1940 (‘Act’) as an open-end 
investment company, and The Paul Revere Variable Annuity In- 
surance Company (‘Insurance Company”) (referred to herein as 
“Applicants’”), have filed an application pursuant to Section 6(c) 
of the Act for an order exempting Applicants from the provisions 
of Section 22(d) of the Act. All interested persons are referred to 
the application on file with the Commission for a statement of 
the representations made therein which are summarized below. 


Under the individual and group variable annuity contracts current- 
ly offered for public sale by the Fund, purchase payments are ap- 
plied to provide accumulation on a variable basis. The contract 
owner, at retirement, has the option of receiving either fixed or 
variable annuity payments during the annuity period. Applicant 
now proposes to revise its Individual Flexible Purchase Payment 
Variable Annuity Contract to permit a contract owner to elect 

to have a portion of his net purchase payments accumulate on a 
fixed dollar as well as a variable basis during the accumulation 
period. 


Fixed dollar benefits will be funded in the Insurance Company’s 
general account while variable benefits will be funded in the Fund 


The sales and administration charges currently applicable to the 
Fund's Individual Flexible Purchase Payment Variable Annuity 
Contract is based upon the aggregate amount of all purchase pay- 
ments made under the contract, including the payment then being 
made, in accordance with the following schedule: 


Purchase Total Sales Administration 
Payments Charge Charge Charge 
First $ 5,000 8 % 5.5 % 2.5 % 
Next 5,000 7.5 5 2.5 
Next 5,000 7 4.5 2.5 
Next 5,000 6.5 4 2.5 
Next 5,000 6* 3.5 2.5° 
Next 25,000 5* 2.5 2.5* 
Next 50,000 4* 1.5 2.5* 
Over 100,000 = 1.25 0.75* 


*The maximum administration charge deducted from one 
purchase payment is $500 


Applicants state that the fixed dollar and variable provisions will 
be contained in a single contract and propose that the above table 
of sales and administration charges be applied to the purchase 
payments made by contract owners whether all payments are al- 
located to the Fund or to the Insurance Company to be applied 
to a fixed dollar accumulation account or portions of such pay- 
ments are allocated to each. Reductions in sales and administra- 
tion charges will be based upon aggregate purchase payments al- 
located to both variable and fixed dollar portions of the con- 
tracts. 


Applicants state that reductions in sales and administration charges 
are based upon aggregate purchase payments to avoid the dis- 
crimination which would exist between persons allocating differ- 
ing proportions of their purchase payments between the variable 
and fixed portions of their contracts. Applicant requests an ex- 
emption from Section 22(d) and Rule 22d-1 thereunder to the 
extent necessary to permit reductions in charges on the basis of 
aggregate fixed and variable purchase payments. 


Section 22(d) of the Act provides, in pertinent part, that no regis- 
tered investment company or principal underwriter for such com- 
pany shall sell any redeemable security to the public except at a 
current public offering price described in the prospectus. 


Section 6(c) of the Act provides that the Commission, by order 


upon application, may conditionally or unconditionally exempt 
any persons or transactions from any provision or provisions of 
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the Act, if and to the extent that such exemption is necessary or 
appropriate in the public interest and consistent with the protec- 
tion of investors and the purposes fairly intended by the policy 
and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested person may, 
not later than March 13, 1973, at 5:30 p.m., submit to the Com- 
mission in writing a request for a hearing on the matter accom- 
panied by a statement as to the nature of his interest, the reason 
for such request, and the issues, if any, of fact or law proposed 
to be controverted, or he may request that he be notified if the 
Commission should order a hearing thereon. Any such communi- 
cation should be addressed: Secretary, Securities and Exchange 
Commission, Washington, D. C. 20549. A copy of such request 
shall be served personally or by mail (air mail if the person being 
served is located more than 500 miles from the point of mailing) 
upon Applicants at the address stated above. Proof of such serv- 
ice (by affidavit, or in case of an attorney-at-law, by certificate) 
shall be filed contemporaneously with the request. At any time 
after said date, as provided by Rule 0-5 of the Rules and Regula- 
tions promulgated under the Act, an order disposing of the mat- 
ter herein may be issued by the Commission upon the basis of the 
information stated in the application, unless an order for hearing 
upon said proposal shall be issued upon request or upon the Com- 
mission’s own motion. Persons who request a hearing, or advice in 
this matter, including the date of the hearing (if ordered) and any 
postponements thereof. 


For the Commission by the Division of Investment Management 
Regulation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 


INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7675/February 16, 1973 


Admin. Proc. File No. 3-4162 


In the Matter of 


BAYCHEM FUNDING CORPORATION 
425 Park Avenue 

New York, New York 10022 
(812-3363) 


NOTICE OF FILING OF APPLICATION FOR ORDER Ex- 
EMPTING COMPANY FROM ALL PROVISIONS OF THE ACT 


NOTICE IS HEREBY GIVEN that Baychem Funding Corporation, 
a New Jersey corporation (‘Applicant’), has applied, pursuant to 
Section 6(c) of the Investment Company Act of 1940 (Act’’), 
for an order of the Commission exempting Applicant from all pro- 
visions of the Act. All interested persons are referred to the ap- 
plication which is on file with the Commission for a statement of 
the representations made therein which are summarized below. 


The Applicant was organized under the laws of the State of New 
Jersey and has a paid-in capital of $1,000. All the outstanding 
shares of capital stock of the Applicant (which constitute all its 
presently outstanding securities) are owned by Bayer Aktiengesell- 
schaft (‘‘Bayer’’), a corporation organized under the laws of the 
Federal Republic of Germany. Applicant represents that it does 
not intend at this time to issue any securities (other than debt 
securities) to any person other than Bayer or other companies in 
the Bayer Group of companies, and it is further represented that 
Bayer and such companies will not dispose of any such securities 
except to Applicant, Bayer, or companies in the Bayer Group of 
companies. 


Bayer is a corporation primarily engaged throughout the greater 
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part of the world, directly and indirectly, through companies of 
the Bayer Group of companies, in one or more phases of the 
chemical and pharmaceutical industries, including the manufac- 


and agricultural chemicals. 


panies in the Bayer Group of companies. 


As of January 1, 1973, all the outstanding capital stock of 
Baychem was owned by Bayer International Finance N. V. 
(“Bayer Finance’’), a Netherlands Antilles corporation, and all 
the outstanding capital stock of Bayer Finance was owned by 


other organic and inorganic chemicals, dyestuffs, agricultural 
chemicals, animal health products, synthetic fibers, and fine 
chemicals. 


gate of $56,000,000 from a group of banks, evidenced by notes 


to the terms of one or more loan agreements (hereinafter called 
the ‘‘Loan Agreements’) to be entered into between the Appli- 
cant and such banks. The proceeds of the sale of the Notes will 
either be loaned by the Applicant to Baychem or used by the 
Applicant to purchase outstanding notes (hereinafter referred to 
as the Outstanding Notes) of Baychem now owned by another 


by notes of Baychem (hereinafter referred to as the New Notes) 

the terms of which (other than interest rate, which may be 

slightly in excess of the interest rate on the Notes) will be sub- 
stantially equivalent to the terms of the Notes. If the proceeds 
of the sale of the Notes are used by the Applicant to purchase 
the Outstanding Notes, the Applicant and Baychem may amend 


the Notes) to substantially the equivalent terms of the Notes. 
Bayer will unconditionally guarantee to the Applicant the pay- 


on the New Notes or the Outstanding Notes, as so amended, as 
the case may be. 


The Loan Agreements will contain convenants limiting the Ap- 
plicant’s activities to (i) entering into the Loan Agreements and 
carrying out the transactions contemplated thereby, (ii) the ac- 
quisition of the Outstanding Notes and the amendment thereof 


the purchase of the New Notes, and (iii) the making of other 


low. The Loan Agreements will further provide that, so long as 
the Notes are outstanding, the Applicant cannot dispose of or 
agree to any change in the terms of the New Notes or the Out- 
standing Notes, as amended, without approval of the banks 
lending under the Loan Agreements 


The Applicant states that as of the date of this application the 


from five banks who have indicated their willingness to lend, in 
the aggregate, $56,000,000 te Applicant, subject to final agree- 


acquiring Notes will be required to represent that they are ac- 
quiring such Notes without a view to or for resale in connection 
with any distribution thereof. 


In addition, the Applicant states that it may from time to time 





turing and marketing of organic and inorganic chemicals, synthetic 
rubber, plastics, polyurethanes, dyestuffs, fibers, pharmaceuticals, 


Applicant has represented that the sole purpose and only business 
of the Applicant is to serve as a vehicle to facilitate debt financing 
in the United States for Baychem Corporation, a New Jersey cor- 
poration (‘‘Baychem’’) and, possibly in the future, for other com- 


Bayer. Baychem is a corporation engaged in the United States in 
the manufacture and marketing of polyurethanes, thermoplastics, 


Initially, the Applicant proposes to borrow during 1973 an aggre- 


of the Applicant (hereinafter called the ‘‘Notes’’) issued pursuant 


company in the Bayer Group of companies. If such proceeds are 
loaned by the Applicant to Baychem, such loan will be evidenced 


the Outstanding Notes to conform to their terms (other than in- 
terest rate, which may be slightly in excess of the interest rate on 


ment by Baychem of the principal, premium, if any, and interest 


to conform to substantially the equivalent terms of the Notes or 


loans, subordinated if necessary, by the Applicant to Baychem or 
other companies in the Bayer Group of companies from the pro- 
ceeds of borrowings limited in terms and amount as set forth be- 


Applicant has offered to make borrowings evidenced by its Notes 


ment upon the definitive terms of the Loan Agreements. All banks 






borrow from one or more banks amounts not exceeding an aggre- 
gate of $50,000,000 at any one time outstanding for periods not 
in excess of one year. The proceeds of such short-term borrow- 
ings will be used by the Applicant to make short-term loans to 
Baychem or, possibly, other companies in tke Bayer Group of 
companies 


Initially, the sole purpose and only business of the Applicant will 
be to serve as a vehicle to facilitate debt financing in the United 
States for Baychem in conformity with covenants contained in 
Baychem’s present note agreements with two domestic insurance 
companies. Initially, the only significant assets of the Applicant 
will be the New Notes or Outstanding Notes, as amended, of 
Baychem. Substantially all payments of principal, premium, if any, 
and interest on the New Notes or such Outstanding Notes will be 
applied to the payment of principal, premium, if any, and inter- 
est on the Notes 


The Applicant has represented that it is intended that (i) the only 
significant assets of the Applicant will be the notes received by it 
from the various borrowing companies in the Bayer Group of com- 
panies, (ii) the Applicant will not sell or trade in such notes or 
sell or trade in other securities, and (iii) none of the securities 

the Applicant (other than its debt securities) will be held by any- 
one other than Bayer and companies in the Bayer Group of com- 
panies. Therefore, it appears that although the Applicant falls 
within the definition of an “‘investment company” as defined in 
Section 3(a)(3) of the Act, the Applicant would, except for the 
fact that it intends to issue the Notes to a group of banks, be ex- 
cepted from the definition of investment company pursuant to 
Section 3(b)(3) of the Act since all its presently outstanding se- 
curities are owned by Bayer, a company primarily engaged in a 
business other than investing, reinvesting, owning, holding, or 
trading in securities 


Section 6(c) of the Act provides that the Commission by order 
upon application may conditionally or unconditionally exempt 
any person or transaction from any provision or provisions of the 
Act to the extent such exemption is necessary or appropriate in 
the public interest and consistent with the protection of investors 
and the purposes fairly intended by the policy and provisions of 
the Act. 


Applicant has agreed and consented, in the event that the Com- 
mission grants the application, to the insertion in the Commission's 
order of conditions that the Applicant will 


(1) file with the Commission, within 120 days after the close of 
each fiscal year of the Applicant, commencing with the first fis- 
cal year in which it issues debt securities, (a) the material required 
by Items 1.08 (except with respect to information relating to per- 
sons under common control with the Applicant), 1.09, 1.10, and 
1.11 of Form N-1R adopted by the Commission pursuant to Sec- 
tion 30(a) of the Act and (b) a balance sheet as of the close of 
such fiscal year, an income statement for such fiscal year, and a 
statement of surplus and a schedule of investments as of the close 
of such fiscal year; 


(2) file with the Commission, within 60 days after the happen- 
ing of any of the following events, information as to (1) any re- 
quest to exchange any of the Notes for Notes of smaller denom- 
inations, and (2) any transfer of the Notes, or Notes issued in 
exchange therefore, and the name and adress of each transferee, 

to the extent that such information shall be available to, or can 
reasonably be obtained by, the Applicant; provided, however, that 
no filing shall be required if a request to exchange or a transfer is 
made by a bank, or its nominee, which holds such Notes as trustee 
or agent, for the purpose of effecting transfers among the accounts 
of such bank and its nominees; and 


(3) not issue any debt securities (other than the $56,000,000 ag- 


gregate principal amount of Notes and debt securities limited in 
terms and amount as set forth above, the proceeds of which are 
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reloaned to Baychem or other companies in the Bayer Group of 
companies) unless the Applicant shall have first given written no- 
tice to the Commission describing the proposed issuance of such 
additional debt securities within 30 days prior to the date of such 
proposed issuance, subject, however, to the right of the Commis- 
sion upon request of the Applicant to decrease such number of 
days; provided, however, that if the Commission shall, after re- 
ceipt of said written notice, determine that a substantial question 
shall exist as to whether or not the exemption granted by the 
order requested by the Applicant should continue and shall mail 
or otherwise give notice to that effect to the Applicant at its of- 
fice at 425 Park Avenue, New York, New York, 10022 (or at 
such other address as the Applicant may have previously specified 
in writing to the Commission) within 15 days after the receipt by 
the Commission of said written notice from the Applicant, the 
Applicant will not issue such additional debt securities unless, 
after receipt by the Applicant of such notice from the Commis- 
sion and not less than 15 days prior to the issuance of such ad- 
ditional debt securities, the Applicant shall mail or otherwise give 
written notice to the Commission stating its intention to issue 
additional securities. Upon the giving of such notice by the Ap- 
plicant the exemption granted by the order requested by the Ap- 
plicant shall be deemed to have been terminated as of the date 
the Applicant shali have mailed or otherwise given such notice to 
the Commission. 


NOTICE tS FURTHER GIVEN that any interested person may, 
not later than March 14, 1973, at 5:30 p.m., submit to the Com- 
mission in writing a request for a hearing on the matter accom- 
panied by a statement as to the nature of his interest, the reason 
for such request and the issues of fact or law proposed to be con- 
troverted, or he may request that he be notified if the Commis- 
sion shall order a hearing thereon. Any such communication 
should be addressed: Secretary, Securities and Exchange Com- 
mission, Washington, D. C. 20549. A copy of such request shall 
be served personally or by mail (air mail if the person being 
served is located more than 500 miles from the point of mailing) 
upon Applicant at the address stated above. Proof of such serv- 
ice (by affidavit or in case of an attorney-at-law by certificate) 
shall be filed contemporaneously with the request. At any time 
after said date, as provided by Rule 0-5 of the Rules and Regula- 
tions promulgated under the Act, an order disposing of the ap- 
plication herein may be issued by the Commission upon the basis 
of the information stated in said application, unless an order for 
hearing upon said application shall be issued upon request or upon 
the Commission's own motion. Persons who request a hearing or 
advice as to whether a hearing is ordered will receive notice of 
further developments in this matter, including the date of the 
hearing (if ordered) and any postponements thereof. 


For the Commission by the Division of Investment Management 
Regulation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 


INVESTMENT COMPANY ACT ©*%- 1940 
Rel. No. 7676/February 14, 1973 


Admin. Proc. File No. 3-4147 


In the Matter of 


UNION COMMERCE CORPORATION 
21 Dupont Circle, N. W. 

Washington, D. C. 20036 

and 


PROVIDENT NATIONAL BANK 
18 South Bryn Mawr Avenue 
Bryn Mawr, Pennsylvania 19010 
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ORDER PURSUANT TO SECTION 17(d) OF THE ACT AND 
RULE 17d-1 THEREUNDER 


On February 2, 1973, Notice was issued (Investment Company 
Act Release No. 7655) of an application filed by Union Com- 
merce Corporation ("UCC"), and Provident National Bank (‘‘Prov- 
ident’’); each of which owns more than 5 per cent of the voting 
stock of Creative Capital Corporation (‘Creative’), which is regis- 
tered under the Investment Company Act of 1940 (“Act”), as a 
non-diversified closed-end management investment company, and 
is also a licensee under the Small Business Investment Act of 1958, 
for an order of the Commission pursuant to Section 17(d) of the 
Act and Rule 17d-1 thereunder, permitting UCC and Provident to 
purchase more than 10 per cent of the common stock of Creative 
from Bank of the Commonwealth, upon approval of such pur 
chases by the Small Business Administration to whom application 
had been made, for such approval, by Creative and the other par- 
ties in interest. The notice gave interested persons an opportunity 
to request a hearing and stated that an order disposing of the ap- 
plication might be issued upon the basis of the information stated 
in the application unless a hearing should be ordered. No request 
for a hearing has been filed, and the Commission has not ordered 
a hearing 


The matter, including the extent to which the participation of 
Creative in the proposed transactions is on a basis different from, 
or less advantageous than, that of the other participants, has been 
considered, and it has been found, on the basis of the information 
stated in the application, that the participation of Creative on the 
basis proposed is consistent with the provision, policies and pur- 
poses of the Act 


IT 1S ORDERED, pursuant to Section 17(d) of the Act and Rule 
17d-1 thereunder, that said application be, and hereby is, granted, 
effective forthwith. 


For the Commission, by the Division of Investment Management 
Regulation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





INVESTMENT ADVISERS 





INVESTMENT ADVISERS ACT 
Rel. No. 362/February 14, 1973 


In the Matter of ANNE PURVIN 


See Securities Exchange Act Release No. 10003. 





LITIGATION 





Litigation Release No. 5731/February 12, 1973 


John |. Mayer, Administrator of the Chicago Regional Office of 
the Securities and Exchange Commission, announced that the 

U. S. District Court at Detroit, Michigan permanently enjoined 
the following concerns and individuals, on the respective dates in- 
dicated, from further violations of the registration provisions of 
the Securities Act of 1933: International Scanning Devices, Inc., 
of Fort Erie, Ontario, Canada, and its president, Louis P. Mirando, 
also of Fort Erie, on February 5, 1973; Fiduciary Planning, Inc., 
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a Bloomfield Township, Michigan brokerage firm, and its president 
Robert Johnston, of Birmingham, Michigan, on January 31, 1973 
Robert E. Page, of Jamestown, New York, on January 8, 1973 


ynd Emerick G. Lakits, of Birmingham, Michigan, and a former 
e of Fiduciary Planning, on December 6, 1972. All of the 
ibove defendants consented to the entry of the permanent injunc 


empioyt 


tions, without admitting or denying the allegations in the Com 
mission s complaint 
The complaint had alleged that from about December 1, 1971 the 


defendants had offered and sold unregistered common stock of 
International Scanning Devices, in violation of the Securities Act 


See also Litigation Release No. 5608, dated November 3, 1972 


Litigation Release No. 5732/February 12, 1973 


William D. Moran, Acting Regional Administrator of the New 

York Regional Office announced that on February 2, 1973 Chief 
James T. Foley of the United States District Court for the 
Northern District of New York sentenced Alan F. Hughes to six 


months 


Judge 


mprisonment for criminal contempt of an injunction ob 
tained by the Securities and Exchange Commission against Hughes 
Hughes had earlier pled guilty to violating the net capital record 


keeping and anti-fraud provisions of an injunction issued against 


mposition of sentence Judge Foley warned that this sen 


tence would ‘deter other people from disobedience of court or 
ders.’’ Judge Foley further stated that 


f 


when any investor places 


WS 


e€ savings in the hands of stock brokers there has to be a 
great deal of trust in that kind of individual, and we have to deter 
not only that individual from doing things that are wrong with 
sma nvestors’ money but also try to deter other people from 


flouting court orders.” 


Hughes formerly controlled Alan F 
New York broker-dealer, now in liquidation under the aegis of 


William J. Quinlan, SIPC Trustee 


Hughes, Inc., a Schenectady, 


For further information see Litigation Release Nos. 5141 
5265, 5286, 5291 and 5640 


5167 


Litigation Release No. 5733/February 12, 1973 


hn W. Stokes, Jr., United States Attorney for the Northern D 
and Jule B. Greene, Administrator of the Atlar 

ta Regional Office of the Securities and Exchange Commissior 
today announced that on February 2, 1973, Judge Newe 

Edenfield of the United States District Court in Atlanta sentenced 
Robert A 


trict f 


f Georgia 


Blackwood of Atlanta to five years on each of tires 
on his conviction for violating the 
Securities Act of 1933, the Ma 


reaistration provision 


Fraud Statute and for con 


spiracy to violate these laws in connection with the sale of secu 
rities of American Capital Corporation of Atlanta. The sentences 
concurrentiy, were suspended, however, and Blackwood 
placed on probation for three years. In addition, Robert B 
Bruce of South Miami, Florida was sentenced to two years or 
ct yf two counts, also to run concurrently, as a result of h 


NVvICtiION ON One count of violating the Mai 


ther count for conspiracy in connection with the sale of the 
ecurities. The sentence required that Bruce serve six months 
prison and be placed on probation for the remainder of his 


Blackwood and Bruce, along with Robert S. Walker of Tampa, 
Florida, had been convicted on November 21, 1972, after a non 


jury trial before Judge Edenfield in Atlanta. Walker, who had 


been found guilty of violating the fraud prov f f the Secur 

ties Act, the Mail Fraud Statute and « piracy, W be 

enced at a later date. John R. Creiaghto f Atlanta. the fourth 

jefendant, had previously entered a 1 ) contendere plea to two 


ounts of the 15-count indictment and w ; be sentenced at 


a subsequent date 


See Litigation Release No 


Litigation Release No. 5734/February 12, 1973 


Robert F. Watson, Administrator of the Fort Worth Reaional Of 
fice, today announced that Federal! District Judge D. W. Suttle on 
February 7, 1973 at San Antonio, Texas, entered a Temporary 
Richard 


Restraining Order against South Central Industries, Inc 


W. Bratcher, both of Midiand, Texas; Joe T. Boyd, Marfa, Texas 
Halvard T. Hansen, Big Spring, Texas; Perry Frasure Hull, Winter 
Garden, Florida; and William H. Lyor Mobile Alabama, restrair 
ng each of them from violating the registration and antifraud pro 
visions of the federal securities law n connection with transac 
tions in the securities of South Central Industrie Inc 


The Temporary Restraining Order was based on the ( 
Complaint and Motion for Pre 
and exhibits filed February 6 


ommission § 
mit ir Ir unctior aff dav t 

1973 in the Federal District Court 
n Midland, Texas. A hearing on the Preliminary Injunction was 
set for February 15, 1973 at the Federal District Court in Midland 


For further information see Litigation Release No. 5726 


Litigation Release No. 5735/February 12, 1973 


Dean Smith, United States Attorney for the Eastern Dis 


trict of 





Washington at Spokane, has announced on February 7, 1973 
the Honorable Marshal! A. Ne United States District Judge, im 
posed a $5,000 fine on Jack A. Taitch of Spokane, Washington 
based on Taitch’'s guilty plea on October 20, 1970 to a Federa 
Grand Jury charge of sale of unregistered securities on or about 
July 7, 1970 

The remaining charge the indictment against Taitch, nine 
counts, were dismissed 

A second defendant. James R. Newh € i certified public ac 
countant of Moses Lake and Spokane, Wast jton, entered a ple 
of guilty on February 7, 1973 ne t of fu } 
tered securities. A pre-sentence estigat n Ww raerec 

A third defendant, Robert L. O f Spok Wast aton h 
not been apprehended. H ist known place of residence wa 
Beirut, Lebanon 

For other information see Litigation Release No. 5475 

Litigation Release No. 5736/February 12, 1973 

James E. Newton, Administrator f the Securitie d Exchanae 
Commission, Seattle Regional Office mnounced that February 
2, 1973, the Honorable W. D. Murray, Senior District Judge of the 
U. S. District Court for the District of Mont Butte Divisior 
entered an order of permanent inct } t Computer Co 
sultants, Inc., a New Mexico corporat Martir Wall, Elizabett 
L. Wall, both of Albuquerque, New Mex d Jot E 
Schumacher, of Las Vegas, Nevada 

The order, which was issued with the consent of the defendant 
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enjoins all defendants from further violations of Section 5 (regis 
tration) and Section 17 (anti-fraud) of the Securities Act of 1933 
10(b) and Rule 10b-5 thereunder, of the 


and Section (anti-fraud) 


Securities Exchange Act of 1934, in connection with the offer 
and sale of any securities including, but not limited to, the com 
mon stock of Computer Consultants, Inc 


All defendants except defendant Schumacher were also enjoined 


from failing to file periodic reports with the Commission as are 
required by Section 12(g) and 13(a) of the Securities Exchange 
Act of 1934 


The Comm 


-ommon stock in 


leged that sales of 
Consultants 


cured by false and fraudulent statements by defendants and the 


ssion s complaint a the unregistered 


shares of « Computer Inc. were pro 
omission of defendants to disclose material facts necessary in or 


der to make the statements made, in light of the circumstances 


under which they were made, not misleading 


Litigation Release No. 5737/February 13, 1973 


Whitney North Seymour, Jr., United States Attorney for the 
Southern District of New York and William D. Moran, Acting Ad 
ministrator of the New York Regional Office 


announced the following criminal convictions which followed a 


of the Commission, 


referral from the Commission. The convictions emanated from the 
manipulation of the stock of Belmont Franchising Corp. which 
ose from about $5 per share in late February 1970 to about $42 
per share by early May 1970. Al! convictions were obtained in 
federal court in Manhattar 

Date Defendant 


January 26, 1973 John Dioguardi d/b/a 
Johnny Dio 


Point Lookout, New York 


Louis O 
Kings Point, New York 


trial. A 


ty of one count of conspiracy, two 


Dioguardi and Ostrer three week 


y found Dioguard: gui 


were convicted after a 


counts of ties fraud and one count of mail fraud, and Ostrer 
guilty 
fraud and five counts of mail fraud. They are scheduled to be 


sentenced by Chief Judge David Edelstein on March 13, 1973 


secur 


of one count of conspiracy and five counts of securities 


Date Defendant 


October 20, 1972 Anthony Soldano 


Queens, New York 


Gary Fredericks 
Brooklyn, New York 


Richard Greenberg 
Massapequa, New York 


Soldano, Fredericks and Greenberg were convicted after a two 
week trial. A jury found each guilty of one count of conspiracy, 
Soldano guilty of one count of securities fraud and Greenberg 
guilty of one count of securities fraud. Judge Whitman Knapp 
sentenced Soldano to two years imprisonment and Greenberg to 
thirty days in jail. The Court suspended imposition of sentence 
against Fredericks because of the serious illness of his young child 


Date Defendant 


July 31, 1972 George Drykerman 


New York, New York 


Drykerman was convicted by a jury of two counts of testifying 
falsely before members of the Commission’s New York Regional 
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Office during its investigation into the Belmont manipulation ir 


1970. He was sentenced by Judge Morris Lasker to four months 
in jail, probation for four years and eight months and a $2,500 


Tine 


Date Defendant 


Harvey Bertram Pollak 
East Hampton, New York 


May 25, 1972 


Pollak was convicted by a jury of three counts of perjury arising 
from his testimony before members of the Commission’s New 
York Regional Office during its investigation into the Belmont 
manipulation in 1970 and before a federal grand jury during a 
similar investigation in 1971. Chief Judge Edelstein sentenced 
Pollak to two years probation and a $1,000 fine 


Date Defendant 


Michael C. Hellerman 
Bayside, New York 


October 27, 1972 


Hellerman pleaded giulty to one count of securities fraud. As the 
result of this and two other guilty pleas, Judge Lasker sentenced 
Hellerman to two years in prison 


Date Defendant 


Fred Goodman 
New York, New York 


1973 


September 26, 


Goodman pleaded guilty to one count of conspiracy He is await 
ing sentence 

Date Defendant 
May 8, 1972 Edward Palermo 


Huntington, New York 


Palermo pleaded guilty to one count of securities fraud and was 
need by Chief Judge Edelstein to two years probation 


Litigation Release No. 5738/February 13, 1973 


Gilbert, Administrator of the Boston Regional Office of 
ties and Exchange Commission and the Honorable 
Robert H. Quinn, Attorney General of the Commonwealth of 
Massachusetts, today jointly announced that Bertrand Farmer, 29, 
of Farmington, Maine was convicted in Superior Court on Febru 
ary 2, 1973 of larceny of $10,000. Farmer 18 month 
suspended sentence, ordered to repay $10,000 and placed on pro 


Was given an 
bation for 3 years 
y 


A joint investigation co. lucted by Harold Smith, an investigator 
on the staff of Attorney General Quinn, and Arthur F. Carr, Spe 
cial Trial Counsel on the staff of the Commission’s Boston Region 
al Office, revealed that an investor had been induced by Farmer 
to give him $25,000 to invest in the stock market; that Farmer 
lost $15,000 through poor investments and appropriated $10,000 


to his own use 


Farmer, indicted in April, 1972 by a Suffolk County Massachu 
setts Grand Jury, fled from New York City where he was then 
living to Farmington, Maine. Attorney General Quinn's office suc 
ceeded in having Farmer extradited to stand trial in Massachusetts 
Assistant Attorney General Harvey F. Rowe, Jr. handled the mat 
ter on behalf of Mr. Quinn's office. 


Litigation Release No. 5739/February 13, 1973 


The Securities and Exchange Commission announced that Judge 
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John H. Pratt of the United States District Court for the District 
of Columbia has entered a final judgment by default permanently 
enjoining Rollins Rapid Repro Franchises, Inc., 28 Oak Street, 
Ridgewood, New Jersey from failing to file periodic reports with 
the Commission pursuant to Section 15(d) of the Securities Ex 
change Act of 1934 and requiring that company to file with the 
Commission at its headquarters in Washington, D. C. within thirty 
days from the date of the court order its currently delinquent 
periodic reports. The Commission had temporarily suspended 
trading in the securities of Rollins Rapid Repro Franchises, Inc 
for the ten day period December 6, 1972 through December 15, 
1972 


For further details see Securities Exchange Act Release No. 9897 
and Litigation Release No. 5663 


Litigation Release No. 5740/February 13, 1973 


William D. Moran, Acting Regional Administrator of the New 
York Regional Office of the Securities and Exchange Commission, 
announced that on February 9, 1973, the Commission obtained 

a permanent injunction against N. F. James & Co., inc., One Ex 
change Place, Jersey City, New Jersey and its president, Norman 
Feit (‘‘Feit’’), enjoining them from violations of the Net Capital, 
Bookkeeping, Hypothecation and Financial Reporting provisions 
of the Securities Exchange Act of 1934. The injunction, issued in 
the United States District Court for the District of New Jersey, 
was consented to by the defendants 

The Honorable Lawrence A. Whipple, at the request of the Secu 
rities Investor Protection Corporation, and with the consent of 
N. F. James & Co., inc. and Feit, ordered the appointment of 
Milton Rosencranz as trustee to liquidate James 


The New York Regional Office had filed its complaint in the 
matter on February 1, 1973 and on February 2, 1973, obtained 
a temporary restraining order against the defendants. Milton 
Rosencranz had been acting as ‘‘special fiscal agent’’ from the 
date of the temporary restraining order until he was appointed 


as trustee 


Litigation Release No. 5741/February 13, 1973 


William D. Moran, Acting Regional Administrator of the New 
York Regional Office, announced that on February 2, 1973, a 
jury sitting in the Federal District Court for the Southern District 
of New York returned a verdict of guilty against Daniel X. B 
Schwartz a/k/a Dixbie Schwartz of New York City on one count 
of conspiracy, twenty-two counts of mail fraud, one count of 
Section 5(a) of the Securities Act of 1933 (‘Securities Act’’), as 
amended, two counts of Section Sic) of the Securities Act, one 
count of Section 17(a) of the Securities Act and one count of 


Section 10(b) of the Securities Exchange Act of 1934, as amended, 


and Rule 10b-5 thereunder. U. S. v. Danie/ X. B. Schwartz, et al. 
(72 Cr. 597, S.D.N.Y.). The other defendants in the case, Melvin 
J. Kushel of North Woodmere, L. |. New York, and Ruth 
Saperstein of New York City, pleaded guilty on January 15, 1973 
to one count of Section 5 of the Securities Act and one count of 
Section 10(b) of the Securities Exchange Act and Rule 10b-5 
thereunder, respectively. 


The case involved a scheme from 1967 through 1971 whereby 
Schwartz, doing business as Dixbie Management Company, offered 
and sold registered Black Angus cattle coupled with a cattle man 
agement agreement. The program was set up as a tax sheltered 
investment but it was offered and sold to persons who had in 
some instances a total income less than $6,000 a year. Schwartz 


represented that he owned a prize winning bull which would es 
tablish superior breeding cattle; that the cows were insured by 













Lioyd’s of London; that the herd would double evs ry year be 


cause of special hormones; and that there was a money back 


guarantee at the end of 18 months. The Government's proof es 


tablished that public loss was in excess of one half million dollars 
During the course of the trial Schwartz was cited for 
by Judge Lee P. Gagliardi on two separate occasions and as a re 
1 $3,000 fine 

last day of 


contempt 


sult was sentenced to ninety days in prison and 
Schwartz was also held without bail for 
to the jury's verdict 


the trial prior 


This case was the first criminal securities case involv na invest 
ment contracts brought in the Southern District of New York 
The New York Regional Office assisted John A. Lowe, Assistant 
United States Attorney for the Southern District of New York, in 


preparing this case for trial 


Sentencing was set for March 16, 1973 for 
14, 1973 for Saperstein and Kushel 


Schwartz and March 


For further information see Litigation Release 5425 (June 12 


1972) 


Litigation Release No. 5742/February 14, 1973 
John |. Mayer, Administrator of the Chicago Regional Office of 
the Securities and Exchange Commission, announced that on Jan 
uary 24, 1973, the Honorable Cari B. Rubin, United States Dis 
trict Judge for the Southern District of Ohio, Eastern 
Columbus, Ohio, entered a final judgment of permanent injunction 
against John M. King of Englewood, Colorado and William V 
Coffey of Denver, Colorado 
tions of anti-fraud provisions of 


Division 


enjoining them from further viola 
Securities Act of 1933 and 
the Securities Exchange Act of 1934 in connection with the offer, 
sale and purchase of promissory notes of King Resources Company 


the 


or any other security of King Resources Company, or any other 
issuer 

On October 25, 1972, Judge Rubin also entered final judgments 
of permanent injunction against Consolidated Oil & Gas, Inc., 
Denver, Colorado, and Harry A. Trueblood and David R. Kerr, Jr., 
both of Englewood, Colorado, enjoining them from further viola 
Securities Act of 1933 in con 


certain promissory 


tions of anti-fraud provisions of the 


nection with the offer and sale of notes 
Judge Rubin also entered, on October 16 


of permanent injunction against Ronald R 


1972, 
Howard of Beverly 


a final judgment 


Hills, California, enjoining him from further violations of anti-fraud 
provisions of the Securities Act of 1933 and the Securities Ex 
change Act of 1934 in connection with the offer, sale and pur 
chase of promissory notes of Consolidated Oil & Gas Four 
Seasons Nursing Centers of King Resources Com 


Inc., 
America, Inc., 
pany, or any other security of Consolidated Oi! & Gas, Inc., Four 
Seasons Nursing Centers of America, Inc., King Resources Com 
pany, or any other issuer. The defendant Howard consented to the 
Court's order without admitting or denying the al 
complaint 


egations of the 


For further details, see Litigation Releases Nos. 4819,5507, 5516, 
5576, 5588, and 5618 


Litigation Release No. 5743/February 14, 1973 


John | 
the Securities and Exchange Commission, today announced that 
on February 12, 1973, the Honorable Ear! R. Larson, Judge of 
the United States District Court for the District of Minnesota, 
Fourth Division, Minneapolis, entered a final judgment of perma 


Mayer, Administrator of the Chicago Regional Office of 


nent injunction against American Mining and Smelting, Inc., a 
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